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DEFENSE PRODUCTION ACT EXTENSION, I960 



TtrXSDAT, JXnsrS 7, i960 

U.S. Senate, 
Committee on Banking and Curbency, 
Subcommittee on Production and Stabilization, 

Washington, D.C. 

The subcommittee met, pursuant to notice, in room 5302, New 
Senate Office Building, at 10:05 a.m., Senator Paul H. Douglas 
(chairman of the subcommittee) presiding. 

Present: Senator Douglas. 

Senator Douglas, The subcommittee will come to order. 

This morning the Subcommittee on Production and Stabilization is 
meeting to consider S. 3472, a bill which would extend the remaining 
powers of the Defense Production Act for 2 additional years; that ia, 
to June 30, 1962. 

Under title I, authority is given to grant priorities and to allocate 
materials. Under title III, financial powers are given to assist in the 
expansion of productive capacity and supply. Title Vll includesj 
in addition to policy instructions and definitions and certain adminb- 
trative provisions, authority to approve certain voluntary agreements 
and to grant them exemption from the antitrust laws, authority to 
appoint persons to Government positions without compensation, 
under strmgent restrictions, and authority for the executive reserve 
program. 

The committee and the Congress receive regular reports on many 
of the activities carried on under the Defense Production Act. The 
Joint Committee on Defense Production, established under the act, 
follows the activities of the agency closely and issues annual reports, 
including annual statements from each of the agencies. 

I have here before me the Ninth Annua! Report of the Joint Com- 
mittee on Defense Production, January 13, 1960, which consists of 
some 340 pages. This is the joint committoe's most recent report, 
and covers the activities of the joint committee with material on 
mobilization from departments and agencies. 

The Attorney General submits quarterly reports under section 708 
of the act, covering the voluntary agreements and programs and 
covering the impact of various mobdization programs on the economy 
generally, with particular reference to competitive factors. The latest 
report, covering the molybdenum industry, was dated May 9, 1960. 
These reports have been issued by the Banking and Currency Com- 
mittee as a series of committee prints. 

The Civil Service Commission files quarterly reports with the 
President and the joint committee concerning the appointments of 
wi thou t-compensat ion officials and consultants. The latest report 
covering the period from January 1 through March 31, 1960, will, 
without objection, be entered in the record of this hearing. 

(The report referred to follows:) 
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DEFENSE PBODUCnON ACT EXTENSION, 1960 



PERIODIC SURVEY OF APPOINTMENTS UNDER AUTHORITY OF 
THE DEFENSE PRODUCTION ACT AND EXECUTIVE ORDER 10647 



January 1-March 31, 1960 



INTRODUCTION 

This survey covers appointments under the authority of subsections 710(b) 
and 710(c) of the Defense Production Act, aa amended by PubUc Law 295, and 
Executive Order 10647 tor the period January 1, 1960, through March 31, 1960. 
It is submitted in compliance with those parts of the law and the Executive order 
which require the Chairman of the U.S. Civil Service Commission to survey such 
appointments at least once every 3 months and report his findings to the President 
and to the Joint Committee on Defense Production. 

The report consists of (a) a statistical summary of w.o.c.'s on the rolls or ap- 
pointed during the period; (b) a statistical summary of the paid consultants or 
experts on the rolls or appointed during the period; and (c) a narrative statement 
covering the findings in each of the departments or agencies covered by the survey 
in which there were appointments or separations during the quarter. 

On January 1, there were 163 w.o.c. consultants carried on agency rolls under 
the authority of the Defense Production Act. During the quarter covered by 
this survey, there were seven new appointments and six separations resulting in 
an increase of one in the total number carried under this authority at the end of 
the quarter. 

There were three agencies reporting activity during this period. These were 
the Department of Commerce, which made four new appointments aa against sis 
separations; the Office of Civil and Defense Mobilisation, which reported one new 
appointment; and the Department of the Interior, which made two new appoint- 
ments. The number of consultants and experts serving In other than advisory 
positions increased from three to tour. 

The Office of Civil and Defense Mobilization appointed one w.a.e. consultant 
and separated one during the period covered by this survey. This was the only 
activity under this section of the Executive order. The total number of w.a.e, 
consultants on the rolls of all agencies remained at 95. 

The survey resulted in the conclusion that all appointments had been made in 
full conformance with the provisions of the law and the Executive order. 

In those agencies making no appointments or reporting no separations, the 
records were reviewed to determine that the requirements for filing revised finan- 
cial statements had been met. All such statements were filed with the Federal 
Register Division within prescribed time limits. Since there was no other 
activity in this area, these agencies are not included in the narrative coverage 
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DEFENSE PBODUCnON ACT EXTENSION, IflBO 3 

Chart II 
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CommcTce 

The Departmeot of Commerce appointed four consultaiita under the authority 
of Bection 710(b) of the Defense Production Act, during the quarter ending 
March 31, 1960. Sin consultants who had been serving under this same authority 
were separated during this period. There were 83 w.o.c, consultants and experts 
on the rolls at the end of the period, 80 of whom were found to be serving Id 
advisory positions with 3 serving in positions having operating responsibilities. 

A review of the files in the cases of the four new appointees resulted in a finding 
that all provisions of the Executive order had been complied with. 

On January 1, 1960, the Department of Commerce had 10 appointees on its 
rolls under section 710(c) of the Defense Production Act. During the quarter 
covered by this survey, there were no appointments and no separations. 
Offire of Civil and Defense Mobiliiation 

This Office made one appointment of a w.o.c. consultant under the authority 
of section 7iO(b) of the Defense Production Act, with no separations occurring 
during this period. A review of the file in the case of the new appointee resulted 
in a finding that he was fully qualified and was serving in an advisory position. 
There were 31 appointees on the agency's rolls at the end of this period. 

The agency had 65 appointees serving under section 101(b) of the Executive 
order on the rolls at the beginning of the quarter. There was 1 appointment 
made during the quarter and 1 separation, leaving a total of G5 appointments 
at the end of the reporting period. A check of the Federal Registers showed 
that the only required statement of financial interests which had not been filed 
was that of Charles J. Hedlund. The agency has initiated action to obtain this 
statement. 
Interior 

The Department of the Interior reported 32 appointees under section lOl(a) 
of the Executive order on the rolls at the beginning of the quarter. There were 
2 appointments and no separations during this quarter, leaving a total of 34 on 
the rolls at the end of the period. A review of the files indicates that all records 
are properly maintained and all statements of changes in financial interests had 
been published in the Federal Register within prescribed time limits. 

The Department continues to carry the three consultants appointed under 
section 101(b) which were reported in the last quarter. There were no new 
appointments under this section of the Executive order. 

Senator Douglas. The Office of Civil and Defense Mobilization 
also aubmitfl quarterly reports prepared by GSA on the borrowing 
authority as required in section 304(b) of the Defense Production 
Act. The latest of these reports is the one for the first quarter of 
1960. These reports cover all agency operations for the borrowing 
authority funds under title III of the Defense Production Act. In 
particular these reports show the gross amount of each transaction 
imposing contingent liability on the United States and the basis for 
determining its ultimate net cost to the United States. 
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6 DEFENSE FRODUCTION ACT EXTENBIOK, 1060 

Table 4. — Utititation of atUhority to borrow from U.S. Treasury, an of Mar. 31, 
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12 ^FENSE PRODUCTION ACT EXTE»I8I0K> IPSO 

Senator DotfQtAS. On April 27, Mr. Leo A. Hoegh, the Director 
of the Office of Civil and Defense Mobilization, wrote to the Vice 
President and the Speaker, requesting an extension of the Defense 
Production Act, together with certain amendments. 

Without objection, a copy of thia letter will be made a part of the 
hearing. 

(The letter referred to follows:) 

ExECDTivB Office of the President, 
Office op Civil and Defense Mobilization, 

Office of the Director, 
Washinglon, D.C., April S7, I960. 
Hon. Richard M. Nixon, 



Purposes. It la proposed that (1) existing authorities be eKteaded for a pieriod of 
years to June 30, 1962, (2) eontracta of sale of materials be exempted from the 
time Lmitationa of section 303(b), (3) interest on funds borrowed from the Sec- 
retary of the Treasury to carry out section 303 provisions be waived, and (4) 
reports to Congress on transactions entered into under the borrowing authority 
be on a semiannual basis. 

Section 303(a) of the Defense Production Act of I960 authorized the President 
to make purciiases or commitments to purchase, and sales of, metals, minerals, 
and other materials. By means of this authority the Government brought about 
an expansion of the metals and minerals industry to satisfy the defense demands 
resulting from the Korean war. The main device used by the Government was 
the type of contract which assured a producer that if he expanded his production 
and subsequentlj" was unable to sell the increased production, the Government 
would purchase it for a stated price during a stipulated period. 

As a consequence of many factors which could not be foreseen at the time the 
contracts were entered into, the Government has had to purchase substantial 
inventories of various metals and minerals in excess of its requirements. Most 
notable among these factors were the economic recession of a few years ago and 
a drastic change in mobilization planning. The former caused producers to exer- 
cise their rights to "put" production to the Government. The latter stipulated 
that mobilization planning was to be baaed on a 3-year emergency rather than the 
5-j^ar jjeriod which had previously been in use, and this cutback resulted in 
immediate excesses since in many cases amounts previously acquired were more 
than the 3-^ear requirement. 

Section 303(b) of the act provides that such purchases or sales can be made 
during the period ending June 30, 1065. In order for the Government to be able 
to liquidate the excesses referred to above in an orderly and gradual manner and 
recover its investment without disturbing the economy, it may be necessary in 
some instances to enter into long-term sales contracts; i.e., 10 or more years. 
Accordingly, it is requested that section 303(b) be modified in such manner as to 
exempt sales of materials from the time limitation of that provision. 

The Government's liability under the section 303 expansion programs and the 
loan program under section 302 are financed by borrowings from the Treasury 
authorized by section 304(b). Under that section agencies carrying out functions 
under section 302 or 303 are authorized to issue their notes, debentures, bonds 
or other obligations to the Secretary of the Treasury. The section stipulates that 
Buch instruments shall bear interest at a rate deterrtiined by the Secretary. 

The loan function under section 302 placed the Government in the position of 
a banker. The Government agency carrying out this function charged interest 
on the loans it made and, in turn, paid interest to the Treasury, in accordance 
with the statute, on money borrowed for this purpose. Such payments were 
made from funds derived from repayments of loans and from earnings on such 

Moneys which were borrowed to carry out section 303 purposes, however, were 
not loaned out to producers. Rather they were used to purchase materials and 
equipment and to pay subsidies and other expenses. The latter two represent 
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DEFENSE PRODUCTION ACT EXTENSION, 1960 13 

expenditures on which no financial recovery or earnings are possible. Funde 
spent on the former are tied up in inventory and cannot be recovered or show 
earnings until they are resold. Current Government policy is to aell excess 
materials only where the sale is at or above market prices and will not disrupt 
normal market relationships. Under this poUcy, the possibility of Bubstaotial 
disposals in the foreseeable future Is very limited. 

As of December 31, 1959, the cash requirements forecast to carry out section 
302 and 303 prograrns through fiscal year 1965 indicate a potential deficit of 
$377 million of which $331 million or 88 percent is for payment of interest to the 
Treasury. The normal budgetary process would require annual requests for 
appropriations as follows: $4 million in 1961, $79 million in 1962, $74 milhon in 
1963, $110 million in 1964, and $110 miUion in 1965. or a total of $377 million. 
The proposed legislation would have the effect of eliminating the payment of 
interest to the Treasury on borrowings to carry out the provisions of section 308 
and reducing the forecast deficit and future appropriations requests from $377 
milUon to $73 million. 

Section 304(b) now requires the President to report to Congress each quarter 
on the gross amount of each transaction entered into under the borrowing author- 
ity. Because the number of such transactions is now quite small, the expense 
of quarterly reporting can no longer be justified and it is proposed that reports 
be required semiannually. 

The authority of the Defense Production Act of 1950, as amended, has been 
used to bring about expansion of capacity for defense purposes, to control the 
use of scarce materials, to require priority in the performance of defense contracts, 
and to accomplish other measures required for mobilization. The authorities 
continue to be of vita] importance to the development of military programs and 
to the maintenance and improvement of our state of mobiUzation readiness. It 
is therefore requested that the act be extended to June 30, 1962. 
Sincerely, 

Leo a. Hoboh. 

AN ACT To BXtead tbeDflensc Production Act of IMO, as amended, and lor other purposu 

Be it enacted by the Senate and House of RepTeeentatives of the United Statet of 
Atnerica in Congress assembled, That thjs Act may be cited as the "D^ense 
Production Act Amendments of 1960." 

Section 2. Section 303(b) of the Defense Prodiictlon Act of 1950, as amended, 
is hereby amended by inserting a comma aod the words "except for sales," after 
the phrase "but not extending." 

Section 3. Section 304(b) is hereby amended by striking out the word "quarter" 
in the first sentence of the second proviso and inserting in lieu thereof the words 
"six months." 

Section 4. S 
of the penultimate sentence i „ „ 

that after June 30, 1960, amounts borrowed or which may be borrowed from the 
Secretary of the Treasury to carry out activities under section 303 shall not bear 
interest and any outstanding obligation to pay such interest to the Treasury as at 
such date is hereby canceled." 

Section 5. The first sentence of subsection (a) of section 717 is hereby amended 
by striking out "June 30, 1960" and inserting in lieu thereof "June 30, 1962". 

Senator Douglas. Thereafter, S. 3472, which would extend the 
act for 2 years, was introduced by Senator Robertson. A copy of this 
bill will be included in the record. 

(S. 3472 follows:) 

18. 3473, eatb Cong., 2d seas.] 
A BILL To extend tbe Defense Production Act of ISGC, as amended, lor an additional two years 

Be it enacted by the Senate and House of Representatives of the United Statet of 
America in Congress assembled, That the first sentence of subsection (a) of secti"n 
717 of the Defense Production Act of 1950, as amended (50 U.S.C. app. 2166), is 
amended by striking out "June 30, 1960" and inserting in lieu thereof "June SO, 
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14 DEFENSE PEODUCnON ACT EJCTBNSION, I960 

Senator Douglas. Comments were requested, and reports have 
been received from the following agencies. These reports will also 
be made part of the record: 

Board of Governors of the Federal Reserve System. 

Department of Defense. 

General Services Administration, 
' Bureau of the Budget. 

Department of the Treasury. 

Small Business Administration, 

Department of State, 
; Department of Justice. 
■ Department of Commerce. 
"■ Department of Agriculture, 

(The reports referred to follow:) 

Board op Governors of ti 

Hon. A: Willis RoBBBxaoN, 

Chairm,an, Committee on Banking and CuTTency, 1 

U.S. Senate, Washington, D.C. 

I>EAR Mr, ChairIiIAN: This is in response to your request of May 5, 1960, for 
B report on the bill, S. 3472, which would extend until June 30, 1962, the authority 
contained ia the Defense Production Act of 1950, as amended. 

The only provisions of the Defense Production Act of 1960 which relate directly 
to the responsibilities of the Board are contained in title III, relating to Govern- 
ment-guaranteed loans for defense production under the Board's Regulation V. 
It is understood that the Oflice of Civil and Defense Mobilization considers that 
this authority is useful particularly to the procuring agencies as a means of assist- 
ing their contractors in securing worlting capital and additional equipment needed 
for the performance of defense contracts. The Board would, therefore, have no 
objection to an extension of this program for an additional 2 years as provided by 
the bill. 

Sincerely yours, 

Wm. McC, Martin, Jr. 

General Counsel of the Depahtment op Defense, 

Washington. D.C, May 31, 1960. . 
Hon. A, Willis Robertson, 
Chairman, Committee on Banking and Currency, 
U.S. Senate. 

Dear Mr. Chairman; Reference is made to your request for the views of the 
Department of Defense with respect to S. 3472, 86th Congress, a bill to extend the 
Defense Production Act of 1950, as amended, for an additional 2 years. 

The legislation would ext«nd the Defense Production Act of 1950, as amended, 
for a period of 2 years to June 30, 1962. 

The Department of Defense considers the provisions of the Defense Production 
Act of continuing importance in carrying out defense production, construction, 
and research and development programs and therefore recommends the enactment 
of S. 3472, 

The authority contained in title I of the act provides the statutory basis for the 
assignment of priorities to defense contracts and is considered essential as an aid 
in the placement of contracts and in assuring a timely flow of materials and com- 
ponents to defense contractors. Of particular imporl^nce is the use of priorities 
to support programs such as those for missiles and military space projects which 
require the delivery of a wide variety of special materials and components more 
expeditiously than can be obtained from industry without priorities. Title I also 
provides the basis for the continuation of the defense materials system under which 
the Department of Defense and major Department of Defense suppliers have 
maintamed nuclei of trained personnel and the basic elements of a materials con- 
trol system as a mobilization readiness measure. 

Section 301 of title III of the act, which authorizes the military departments to 
guarantee working capital loans made by financing institutions to defense con- 
' ~ ' s and subcontractors, is also important to the Department of Defense, 
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particularly in view of the continuiug emphasis being given for participation of 
outside capital in the defense production program. 

While section 303 of title III does not fall within the direct responsibihty of the 
Department of Defense, it would appear desirable that this authority be extended 
iBasmuch as it permits certain actions to be taken by the Government in encourag- 
ing the development, expansion, and maintenance of adequate supplies of metajs, 
minerals, and other materials which are of importance to national defense pro- 
Title VII of the act is necessary in that it contains provisions for the effective 
administraUon of title I and title III. Also of particular interest to the Depart- 
ment of Defense are the provisions of section 708 which provides exemptions from 
the antitrust laws to members of industry participating in voluntary agreements 
in connection with matters of defeiise production. 

Enactment of this legislation will cause no apparent increase in the budgetary 
requirements of the Department of Defense. 

The Bureau of the Budget has advised that there is no objection to the submit- 
^on of this report and that the enactment of 8. 3472 would be in accord with the 
program of the President. 



Sincerely yours, 



. Vincent Bdrkb, Jr. 



General Services Aduinistration, 

WashingUm, D.C., Mag SI, 1960. 
Hon. A. Willis Robertson, 
Chairman, Committee on Banking and Currency, 
U.S. SenaU, Washington, D.C. 

Dear Mr. Chairman; Your letter of May 13 requested a report on S. 3472, 
& bill to extend the Defense Production Act of 1950, as amended, for an addi- 
tional 2 years. 

The bUl would estend the Defense Production Act of 1950, as amended, throuith 
June 30, 1962. 

By letter of April 27, 1960, to the President of the Senate, the Director of the 
Office of Civil and Defense Mobilization outlined the reasons underlying the 
request for such extension. General Services Administration concurs with the 
views ejipressed in that letter. We believe that the proposed continuance of the 
Defense Production Act authority is desirable not only with respect to mobiliia- 
tion readiness but also in connection with the administration of existing commit- 
ments and programs, the management of the inventories of materials which have 
been accumulated, and the disposal of excess materials. 

We therefore recommend enactment of the bill, although we would have pre- 
ferred to have the bill include the additional amendments which were discussed 
in the letter referred to above and set forth in the dr^t bill accompanying that 
letter. 

The Bureau of the Budget has advised that it has no objection to the submission 
of this report. 

Sincerely yours, 

Franklin Floetb, Administrator, 



ExEcnTiVB Office op the President, 

Bureau op the Bcdcbt, 
Woihington, D.C, May 31, 1S60. 
Hon. A. Willis Robertson, 
Chairman, CommiUee on Banking and Currency, 
U.S. SenaU, Washington, D.C. 

Mt Dear Mb, Chairman: This is in reply to your request of May 13, 1960; 
for the views of this office with respect to S. 3472, to extend the Defense Product 
tion Act of 1650, as amended, for an additional 2 years. 

The Defense Production Act contains authorities which are of continuing im- 
portance to our defense programs. The Office of Civil and Defense MobiKzation 
and other agencies which malte use of the authorities contained in the a^t will 
present specific justification for extension of the act. 
This office recommends that the bill be enacted. 
Sincerely yours, 

Phillip 8. Hoghes, 
Asiistanl Director for Legiglative Reference. 
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Office of the Secretary of the TREAsnitT, 

June 1, 1960. 
Hon. A. Willis Robertson, 
ChairTKan, Committee on Banking and CurrtTicy, 
U.IS. Senate, Washington, D.C. 

My Dear Mr. Chairman: Reference is made to your request for the views of 
this Department on S. 3472, to extend the Defense Production Act of 1950, as 
amended, for an additional 2 years. 

The proposed legislation would extend the Defense Production Act of 1950, as 
amended, for an additional 2 years, from June 30, 1960, to June 30, 1962. 

The Department would have no objection to the enactment of the proposed 
legislation. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 
Very truly yours, 

Laurence B. Robbins, 
Acting Secretary of the Treatury. 

Small Business Administration, 

Office op the Administrator, 

Washington, D.C, June 1, 1960. 
Re 8. 3472, to extend the Defense Production Act of 1950, as amended, for an 

additional 2 years. 
Hon. A. Willis Roberston, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 

Dear Senator Robertson ; Reference is made to your request of May 5, 1960, 
for my views with respect to the captioned bill. 

The bill would extend tor 2 years the Defense Production Act of 1950, as 
amended. Section 717 of the act at present provides that the act shall terminate 
on June 30, 1960. 

The Small Business Administration has no objection to a 2-year extension of 
the Defense Production Act. 

The Bureau of the Budget has no objection to the submission of this report. 
Sincerely yours, 

Philip McCalltjm, AdminislTOtor. 

Depaktmbnt of State, 

Jvne 1, I960. 
Hon. A. Willis Robertson, 
Chairman, ContTnittee on Batucing and Currency, U.S. Senate. 

Dear Senator Robertson: This is in further response to your request of 
May 5, I960, for a report on S. 3472, a bill to extend the Defense Production 
Act of 1950, as amended, for an additional 2 years. The bill would extend the 
act by changing the date fronri June 30, 1960, to June 30, 1962, in the appropriate 
subsection of the act. 

The Department of State would have no objection to extending the act in this 
way. We believe, however, that one additional change in the present act is now 
desirable. Section 303(b) permits purchases and sales of appropriate materials 
for such periods as the President deems necessary but not extending beyond June 
30, 1965. In disposing of materials no longer needed in DPA inventories, every 
effort is made by all agencies concerned to avoid serious disruption of the usual 
markets of producers, processors, or consumers, both domestic and foreign. To 
accomplish this, it is quite conceivable that, in some cases, because of market or 
other conditions, a period of 5 years or more should be available for the sale. 
We believe, therefore, that sales under section 303(b) should be excepted from the 
limiting date of June 30, 1965. If a limiting date (or sales is thought to be de- 
sirable, it should not, in our opinion, be earlier than June 30, 1970. 

Your courtesy in having afforded an opportunity to comment on this legislation 
is appreciated. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 
Sincerely yours, 

William B. Macombbb, Jr., 

Assistant Secretary 
(For the Secretary of State). 
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U.8, Depaktuent of Justice, 

June 1, 1960. 
Hon. A. WiLua Robertson, 
Committee on Banking and Currency, 
U.S. Senate, Waakinglan, D.C. 

Dear Senator; This is in response to your request for tiie views of tlio Depart- 
ment of Justice concerning the bill (S. 3472) to extend the Defense Production 
Act of 1950, as amended, for an additional 2 years. 

The bill would simply change to June 30, 1962, the present June 30, 1960, date 
for termination of most of the powers conferred by the Defense Production Act- 

This Department would have no objection to enactment of the estension, 
except as it would continue unchanged certain of the survey and report obliga- 
tions imposed on the Attorney General under section 70S(e) of the act. That 
aection directs the Attorney General to make surveys of possible anticompetitive 
tendencies in Defense Production Act programs, includii^ specifically voluntary 
agreements which are continued in force under the act subject to his approval. 
A report as to such surveys must be made each 3 months to the Congress and the 
President. 

Since the 1955 amendment which provided for the surveys and reports, 
20 quarterly reports have been submitted dealing with nearly every active Defense 
Production Act program having possible anticompetitive eff'ects. During the 
same period, achievement of the goals set for expansion of the mobilization base 
has terminated or substantially reduced almost all the Defense Production Act 
programs. The unqualified statutory requirement that quarterly reports be 
submitted still appUes notwithstanding this substantia] cessation of such prograniis 
and the fact that most, if not alt, of relevant activity has been already the subject 
of report. Under these circumstances, it is of doubtful usefulness to continue to 
reqiiire reports, except insofar as they deal with voluntary agreements. It is 
recognized that a useful purpose might be served in continuing the quarterly 
reports as they relate to such agreements. 

The Department of Justice has found that requiring the survey of matters 
generally affecting competition in programs of other agencies diverts personnel 
needed for the basic task of antitrust enforcement. Reports as to such matters, 
particularly involving industries or companies facing antitrust action, may well 
involve serious risk of prejudicing either the Government's or defendant's interests 
in pending or future enforcement litigation. Such risks are, of course, increased 
by the frequency with which such reports are required. 

It ia therefore urged that the bill be amended by the addition of a second section, 
as follows: 

8ec. 2. The second and third sentences of subsection (e) of section 708 of such 
Act are amended to read as follows : 

"Such surveys shall include studies of the voluntary agreements and programs 
authorized by this section. The Attorney General snail submit to the Congress 
and the President at least once every three months reports setting forth the 
results of such studies of voluntary agreements and programs authorized by this 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 

John D. Calhodn, 
Acti-ag Deputy Attorney General. 

The Secretary of Comicerce, 

Waikington, D.C, June S, 1960. 
Hon, A. Willis Robertson, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 

Dear Mr. Chairman; This letter is in reply to your request dated May 5, 
I960, for the views of this Deoartment with respect to S. 3472, a bill to extend 
the Defense Production Act of^l950, as amended, for an additional 2 years. 

This Department, which bears a major responsibility in the administration of 
the powers and authorities currently provided in the Defense Production Act of 
1950, as amended, strongly endorses the proposal to extend these powers and 
authorities. We fee! that they perform a vital and necessary role in assuring 
the timely fulfillment of this country's essential military programs and require- 
ments, thus contributing significantly to our state of mobilization readiness. 
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The Department's dutiea under the Defense Production Act are performed 
presently through the Business and Defense Services Administration (BD8A), 
the Maritime Administration, and the Defense Air Transportation Administration 
(DATA). 

In the operating phases of the administration of the act there has been kept 
«ctive a materials control system founded upon the current Defense Production 
Act powers. This sj^tem, known as the defense materials system (DMS), while 
presently limited in its operations to assuring delivery of materials needed to 
lulfiU military and atomic energy production, construction, and transportation 
programs, la nevertheless especially designed to enable rapid mobilization in case 
of war. Insofar aa it serves to avoid and reduce costly delays in military pro- 
curement, it rejiresentB a saving in dollars. In addition, by eliminating the 
estimated administrative lead time of 18 months for reiiuposition of a full materials 
control system in the event that should become necessary, it aiao represents an 
important saving of precious time. 

We urge prompt and favorable action by your committee on S. 3472. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 
Sincerely yours, 

pHiup A. Rat, 
Under Secretary of Commerce. 

Depabtment of Aoriculturb, 

Washington, D.C., June 3, 1960. 
Hon. A. Willis Robertson, 
Chairman, Committee on Banking and Currency, 
U.S. Senate. 

Dear Senator Robertson; This is in reply to your letter of May 5, 1960, in 
regard to S. 3472 which would extend the Defense Production Act of 1950 as 
amended from June 30, 1960, to June 30, 1962. 

The Department of Agriculture is in favor of this proposed l^islation. Delega- 
tions under this legislation provide the Department with authority necessary In 
areas not covered by regular programs. 

l»,The existing Defense Production Act contains operating and planning authority 
in such areas as priorities and allocations for materials and facilities and provision 
for financial assistance for expansion of productive capacity and supply. Certain 
powers under the act have been delegated to the Secretary of Agriculture through 
Executive Order 10480 and Defense Mobilization Order 1-7. Operating phases 
which the Secretary can carry out with approval of the Office of Civil and Defense 
Mobilization relate, for example, to priorities and allocations for food and the 
domestic distribution of farm equipment and commercial fertiUzer, and the 
expansion of capacity to produce food and certain related items. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 

TaPB D. MoBSE, Acting Secretary. 

Senator Douglas. The committee will now hear from Governor 
Hoegh, the Director of the Office of Civil and Defense Mobilization, 
who is the official directly responsible, under the President, for the 
administration of all programs under the Defense Production Act. 

Governor. 
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STATEMENT OF LEO A. HOEOH, DIRECTOB; ACCOMPANIED B^ 
CHARLES H. KENDALL, GENERAL COUNSEL ; RUSSEII H. HUGHES, 
DEPUTY ASSISTANT DIRECTOB, PRODUCTION AND MATERIALS; 
AND WILBEET G. FRITZ, DIRECTOR, STOCKPILE PROGRAM 
COORDINATION OFFICE, OFFICE OF CIVIL AND DEFENSE 
MOBILIZATION 

Mr. HoEGH. Mr, Chairman, members of the committee, I am 
pleased to have this opportunity to appear before the committee in 
support of S. 3472 which would extend the Defense Production Act. 

Thia act provides authority to assist in the expansion of capacity 
to produce defense items, to control the use of scarce materials and to 
take other action to develop and to support our military strength. 
We believe that the act continues to be necessary to the maintenance 
of a strong and flexible defense program, and we recommend that it 
be extended for 2 years. 

I propose to discuss briefly the part played by the authorities now 
existing in titles I, III, and VII of the Defense Production Act both 
in the conduct of current defense activities and in the improvement 
of our state of readiness for an emergency production program should 
that become necessary. 

The priorities and allocations authorities of title I of the act are the 
keystone of emereency production controls. By their use the Gov- 
ernment can make certain that "first things come first." At the 
present time production contracts which are let by the Department 
of Defense and the Atomic Energy Commission carry with them the 
requirement that the manufacturers give such preference to their 
performance as is necessary to meet delivery schedules. This re- 
quirement for preference extends also to the delivery of components 
and supplies for the use of the contractor. Such preferential treat- 
ment guarantees prompt handling of defense orders. 

The defense materials system, operated by the Department of 
Commerce under a delegation of title I authority, mvolves the 
determination of requirements, the application of priorities, and the 
submission of reports. It requires producers of basic forms and shapes 
of steel, copper, aluminum, and nickel alloys to reserve certain per- 
centages of their production for the filling of identified defense oraera. 
This, incidentally, accomphshes a distribution of defense orders 
among the various producers of these basic items, assuring to each pro- 
ducer of such materials a large share of his production for supplying his 
customers in the civilian market. 

Quite properly, the use of priorities and allocations is presently 
limited to assuring adequate handling of direct defense orders. The 
law does not authorize control of the distribution of goods in the 
civilian elements of the economy, unless heavy military demand should 
result in significant dislocations in the civilian market to such a degree 
as to create appreciable hardship. 

In addition to usefulness in the conduct of current procurement 
programs the defense materials system provides us with a readiness 
measure of great importance. It is a mechanism in-being which 
could be quickly expanded in time of mobilization to control all use of 
critical materials throughout the economy. Based on the Korean 
experience, it would take at least 3 months to put a similar system in 
operation starting from scratch. 
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TiUe III of the act provides various powers designed to assure 
productive capacity and supply both for current programs and for the 
development of a mobilization base adequate to an emei^ency. The 
loan guarantee provisions are useful to the procuring agencies as a 
means of assisting their contractors, particularly smaller contractors, 
to secure working capital and additional equipment needed for the 
performance of defense contracts. The other authorities in title lit 
for direct loans, procurement for Government use or resale, and so 
forth, have been used sparingly in recent years but have substantial 
importance as tools to meet new production requirements which may 
result from changing technology and military strategy. Accelerated 
research and development of new weapons may in the future require 
greater production of key materials and the development of new pro- 
cesses requiring such forms of financial assistance as are available 
under title III. 

Although no new procurement contracts under section 303 have 
been entered into for some time, that authority has, among other 
things, brought about an expansion of the metals and minerals in- 
dustry to satisfy the requirements of full mobilization. When the 
contracts were entered into, there were two large defense requirementa 
Which had to be met: those arising from the Korean emergency, 
and unfilled stockpile objectives needed to meet full mobilization. 
At that time stockpile objectives were computed on the basis of provid- 
ing for a 5-year war. 

In the recent past, due primarily to changes in weapons systems, 
the 5-year mobilization planning period has been reduced to 3 years. 
This cutback automatically resulted in the Government being over- 
committed for the acquisition of strategic and critical materials, and 
in surpluses which generally would not have been generated under 
the 5-year emergency planning. 

The primary device for bringing about desired expansions of capac- 
ity consisted of a type of contract which assured a producer that any 
increased production during a stated period that he was unable to 
market would be purchased by the Government. Procurement of 
durable materials was preferred to the construction of Government 
plants on which large losses might be incurred. 

As a consequence of the cutback in the planning period and the 
economic recession of a few years ago 

Senator Douglas. Governor, you speak of an economic recession. 
Which economic recession do you refer to, if any? 

Mr. HoEGH, Well, there was a softness in the market in 1957 and 
1958, that is in the minerals market. 

Senator Douglas. It is that period you refer to as a recession? 

Mr. HoBOH. I refer to it more — the language says "recession." 

Senator Douglas. Yes. That is the langu^e 1 used at the time. 

Mr. HoEGH. It was a rather soft — — 

Senator Douglas. I was very severely attacked by the members 
of your party. 

Mr, HoEGH. Yes. 

Senator Douglas, I am glad to see that a couple of years after the 
event occurred the truth can be told. It seems to me highly desirable 
the truth be told at the time of the occurrence. 

Governor, I come from the Midwest too, and we recognize you fts 
a frank, aboveboard man, so I know that you agree with my feelings 
in this matter. 
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Mr, HoEGH. Well, Mr. Chairman, you and I might disagree a little 
bit, but — ™ 

Senator Douglab. I am pleased to know you now say there was a 
recession in 1957 and 1958. 

Mr. HoEGH. And for that reason more materials of course, were 
"put" to the Government. 

As of March 31, 1960 there were approximately $900 million worth 
in the Defense Production Act inventory. Because of the ample pro- 
duction of most metals during the last few years, the Government baa 
had no reasonable alternative but to hold on to these inventories. 
Ciurent policy calls for disposing of excess inventories, but only when 
it can be done in an orderly manner. Timing and size of the disposals 
must depend on the capacity of the market to absorb the materials. 

It should be pointed out also that we are engaged in a broad study 
to determine the materials requirements wliich would follow a nuclear 
attack on the United States. In order to avoid the possibility of 
having to buy back materials after such requirements are computed, 
it has been determined that, meanwhile, inventories will not be reduced 
below levels which would meet the normal requirements of industry 
for a 6 months' period. 

Besides being a necessary measm-e of preparedness in the light of 
world conditions, the continuation of title ill authority provides a 
tool for overcoming defense deficits as they develop, and the flexibility 
required in the management of the inventories which have abeady 
been acquired. 

Title VII of the act contains various general provisions and author- 
ities m support of those in tiie other two titles. Of great importance 
among these is the voluntary agreement authority. This makes pos- 
sible the use of the joint experience of defense contractors in improving 
and speeding the output of weapons, through integration committees 
in which technical advances and know-how can be shared, without 
danger of violating the antitrust laws. 

A number of existing integration committees of the Department of 
the Army depend upon this authority, and the development of neW 
weapons will no doubt g^ve rise to a need for others. 

Of importance, too, is the authority provided by title VII to train 
a reserve of officials capable of doing the many executive jobs in 
Government that must be done in time of mobilization. Executive 
reserve programs have been undertaken by 16 Government depart- 
ments and agencies. Over 2,000 reservists are presently bemg trained, 
and more will undoubtedly be added as the field programs are devel- 
oped in the States. 

The three titles referred to make up the Defense Production Act 
as most recently extended in 1958 to June 30, 1960. It is submitted 
that the continuing defense program requires the extension of the 
act for an additional period of 2 years. 

Senator Douglas. Governor, m your original letter of April 27, in 
which you requested an extension of the Defense Production Act, 
you also requested three amendments to the law. 

Mr. HoEOH. Yes, sir. 

Senator Douglas. Those are not contained in the bill introduced 
by Senator Robertson, and I notice that in your statement of this 
morning you do not ask for them. Does this mean that you have 
given up on your request for these amendments? 

66786—60 * 
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Mr. HoEGH. No, sir; it does not, Mr. Chairman. But, rather than 
take a chance of losing this extension, we have deferred pressing for 
the amendments. 

Senator Douglas. You might not lose the extension by asking 
for the amendments, if they are reasonable. 

Mr. HoEGH. We feel that the amendments are reasonable, Mr, 
Chairman, and we, of course, would be very happy to go along with 
you and with the members of this committee. If tney feel that there 
IS time for the amendments, we would be most delighted to have them. 

Senator Douglas. As I understand, the first amendment would have 
given you the power to enter into long-term contracts, which would 
go past June 30, 1965, to sell commoditiea which are in the Defense 
Production Act s.tockpile. 

Mr. HoEGH. Yes, sir. 

Senator Douglas. I take it you do not think you have this author- 
ity under present law? 

Mr. HoBGH. We do not, because section 303(b) states that in buying 
or in selling we have a cutoff date of June 30, 1965, and it would be 
helpful, of course, in negotiating with people for the sale of some of 
these materials that the period of selling or the period of absorbing 
this material, could be over a period of perhaps 10 years rather than 
just 5. 

Senator Douglas. Governor, Senator Byrd of Virginia put into the 
Congressional Record on, I believe, May 11, a statistical record of 
stocks in the hands of the Commodity Credit Corporation, the Gen- 
eral Services Administration, the Federal Facilities Corporation, in 
the tin inventory, and so forth. (See p. 32.) 

Mr. HoEGH. Yes. 

Senator Douglas. Have you had a chance to go over that table? 

Mr. HoEGH. I am sure that my staff has, and I think that the infor- 
mation that he has there is taken from the General Services Adminis- 
tration report dated March 31. 

Senator Douglas. That shows a national stockpile, under the terms 
of the Strategic and Critical Materials Stock Piling Act, Public Law 
520, 79th Confess, totalling in terms of cost $6,188,123,000 on March 
31. The details of that, as I understand it, are classified, 

Mr. HoEGH. That is right. 

Senator Douglas. They are not known to the public or, indeed, to 
many of the Members of the Senate generally, except the Joint Com- 
mittee on Defense Production and the Armed Services Committee. 

Do you have jurisdiction over that stockpile? 

Mr. HoEGH. Insofar as policymaking goes. We, of course, confer 
with other departments in determining tne need for it based on national 
security requirements, then we do have that pohcymaking 

Senator Douglas. And General Services is in charge of storage of 
Defense 

Mr. HOEGH. General Services actually stores it and maintains it. 

Senator Douglas. And you have jiu-isdiction over the materials 
in the Defense Production Act inventory? 

Mr. HoEGH. That is true with both of them, sir. Same arrange- 
ment. 

Senator Douglas. Accordmg to this report of Senator Byrd's, 
the Defense Production Act inventory had a cost value as of March 
31, 1960, of $1,444 million. Is that correct? 
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Would you like to have your assistant come forward? 

Mr. HoEGH, No; that is correct, sir. AcquisitioD cost was $1,444 
milliou for the Defense Production Act inventories, and the cost oi the 
national stockpile was $6,188 million. 

Senator Douglas. Some of these figures seem to be very large. 

Alnmiinum, $367,874,000. Is that correct? 

Mr. HoEGH. That is correct; yes, sir. 

Senator Douglas. Chromite, metallurgical grade, $29,632,000, 

Mr. HoEGH. I do not have that one before me. I have just the 
lai^er items. 

Senator Douglas. Would some member of your staff come up and 
sit by you? 

Mr. HoEGH. 1 think it is based upon our March 31 report. : 

Senator Douglas. If Senator Byrd got this from you, you must 
have it somewhere in your files. 

Mr. HoEGH. You are now speaking with reference to 

Senator Douglas. Chromite. 

Mr. HoEGH. To chromite? 

Senator Douglas. Yes; $29,632,000. 

Suppose I read these figures in order to save time, and then if you 
are uncertain of any of them, you could check them later. 

Mr. HoEGH. All right. 

Senator Douglas. Cobalt, $49,049,000. 

Suppose in order to save your time, Governor, I simply read these, 
and then you let me know later whether you agree. 

Mr. HoEGH. All right. I do have the March 31 report before me 
but it is difficult to follow. 

Senator Douglas. Columbite, $50,463,000. 

Copper, $75,608,000. 

Fluorspar, acid grade, $1,394,000. 

By the way, do you think you have enough fluorspar in stock? 

Mr. HoEGH. What, su-? 

Senator Douglas. Have you enough fluorspar in stock? 

Mr. HoEGH. Yes, sir; we have too much. 

Senator Douglas. Lead, $3,036,000. 

Then two big manganese items. Manganese, battery grade, 
$2,524,000, and manganese, metallurgical grade, $171 million. I will 
read them simply to the nearest milhon. 

Then over on the next page of the Congressional Record there is a 
supplemental stockpile, which shows three manganese items: 

Battery grade, $3 million. 

Chemical grade, $1,300,000. 

Metallurgical grade, $100 million. 

That indicates a total stock of manganese of almost $300 million at 
cost figures. And this, of course, is in addition to whatever amounts 
may be in the national stockpile. 

Mr. HoEGH. That is right, sir. 

The supplemental stockpile that we have is accumulated primarily 
through Pubhc Law 480, the commodity credit barter provisions of 
that law. Bartered materials come in initially in the CCC stockpile, 
and then are transferred to the supplemental stockpile. 

Senator Douglas. Very interesting. I think I was one of the first, 
if not the first, to propose the use of barter, using agricultural com- 
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modities to be exchanged for rare metals. One loses sight of these 
thingB. I never realized that this had come to such fruition. 

Nlr. HoEGH. You might be interested, Senator, in knowing that as 
of March 31, 1960, in the CCC barter stockpile there was a hundred 
and 

Senator Douglas. This is the ao-called supplemental stockpile? 

Mr. HoEOH. No, that is before it goes into the supplemental. 
The CCC barter stockpile totaled $145 million at acquisition cost and 
the cost of all materials in the supplemental stockpile, which the CCC 
ultimately becomes, was $694 million. 

Senator Douglas. But I am speaking of manganese at the moment. 

Mr. HoEGH. No, no. These are all metals and minerals in these 
two respective stockpiles that I just cited. 

Senator Douglas. Let's keep on with some of these other metals. 

Nickel, $124 million under the Defense Production Act. 

I assume that we may find nickel in the national stockpile too. 

Mr. HoEGH. That is right. 

Senator Douglas. Titanium, $168 million, to the nearest million. 

Tungsten, $325 million. 

Mr. HoEGH. Yes. 

Senator Douglas. A total, as I said, of Defense Production Act 
commodities purchased, $1,444 million. 

And then the supplemental stockpile of $694 million as of the end 
of March. 

That has some big items. For instance, chromite, $162 million in 
the supplemental according to my figures. Chromite, nietallurgical 
grade, $162 million. 

Do my eyes deceive me that there are $92 million of diamonds? 

Mr. HoEGH. That is probably right, Mr. Chairman. I want to 
reserve the right to check the figures you are reading with our own 
records. 

Yes, $91,823,000. These came primarily through barter. 

Senator Douglas. I recognize they are for industrial use as well as 
for purposes of adornment, but is this designed to increase the national 
defense by enabling the ladies of the country to adorn themselves in 
periods of great national stringency? 

Mr. HoEGH. No, sir. These are all industrial diamonds, and most 
of these were obtained through Public Law 480, 83d Congress, the 
Commodity Credit barter program. 

Senator Douglas, What is the difference between an industrial 
diamond and a diamond for adornment and display? 

Mr. HoEGH. The appearance, color, and size. And they are rough- 
cut. They are not polished like — ■ — 

Senator Douglas, You mean a diamond in the rough, an industrial 
diamond, can be cut down and polished into a diamond for display? 

Mr, HoEGH. No, sir, because they are nonnally discolored, the 
industrial diamonds. But they are used m industrial production for 
drills and for cutting purposes. 

Senator Douglas. Do you think you are overstocked on diamonds? 

Mr. HoBGH. WliatjSir? 

Senator Douglas. Do you think you are overstocked on diamonds? 

Mr. HoEGH. Yes, sir. We are trying to dispose of soino of them. 
These are coming through, Mr. Chairman — may I add thie? 

Senator Douglas. Oh, surely. 
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Mr. HoEGH. These are coming primarily through the Conunodity 
Credit barter law, Public Law 480. And, of course, it is 

Senator Douglas. Diantonds come almost e."iclu9iTely from South 
Africa, do they not? 

Mr. HoEGH. Some from Brazil. 

Senator Douglas. But almost exclusively from South Africa? 

Mr. HoEGH. Mostly from South Africa. 

Senator Douglas. We have been selling agricultural commodities,, 
or exchanging agricultural commodities with South Africa? 

Mr. HoEOH, Yes, sir. 

Senator Douglas. All right. 

I notice another metal that lias been much discussed — zinc — $75 
million worth of zinc in the supplemental stockpile. What do you 
propose to do with that? 

Mr. HoEGH. Well, we have a great abundance of zinc. As a 
matter of fact, we have much more than we actually need for security 
purposes. However, we have been acqubing zinc through Public 
Law 480 under this Commodity Credit barter. 

Senator Douglas. Are these all derived from Commodity Credit? 

Mr. Hoegh. Most of these supplementals ; yes. 

Senator Douglas. Supplemental stockpile? Is that derived from 
Public Law 480? 

Mr. Hoegh. All of it except a small amount from Public Law 733, 
84th Congress, sir. 

Senator Douglas. Is this a polite means of keeping on good tenns 
with the countries which have been exporting zinc to us? 

You are acquainted, Governor, with the big dispute on this issue 
where producing and refining areas in this country have been de- 
manding a tariff and rigid quotas on zinc and tin. 

Is this a means of exclmnging agricultural commodities for zinc 
with these foreign countries so that they can dispose of their zinc 
to the Government though not to private producers? 

Mr. Hoegh. No, I would say that the primary reason there is the 
motivating fact that agricultural products, of course, do not have as 
good storage life as industrial products, and under Public Law 480 
as enacted by the Congress, of course, the exchange is made for 
different kinds of minerals, and ■ 

Senator Douglas. What countries are we getting this zinc from, 
Governor? 

Mr. Hoegh. Mexico is one of them. And several European 
countries. 

Senator Douglas. Is it not primarily Mexico plus I think Peru? 
Is it Peru? 

Mr. Hoegh. Peru is one; yes. 

Senator Douglas. Those are the chief countries, are they not? 

Mr. Hoegh. What, sir? 

Senator Douglas. Those are the chief countries? 

Mr. Hoegh. Yes, Peru and Mexico would be the chief ones. 

Senator Douglas. These countries and Canada have objected to 
the tariff and ouota proposals in this country and have said that this 
was shutting tneiti off from a market. Does this mean, in effect — I 
do not want to use a question-begging verb- — that you are placatiu|f 
them by taking what they would ordmarUy export to this country? 

Mr. Hoegh. No, sir. 
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Senator Douglas. Why not? 

Mr. HoEGH. Because the motivating force here is the Commodity- 
Credit barter program. In other words, agricultural products are 
demanded. They need them. Of course, under the law enacted by 
the Congress, we then take in exchange certain materials, strategic 
materials. 

Senator Douglas. But, you see, the zinc producers in this country 
say there is a surplus of zinc rather than a deficit of zinc. 

Mr. HoEGH. That is right. 

Senator Douglas. Yet you are getting zinc and stockpiling it; a 
material of which there is already a surplus. 

Mr. HoEGH. Yes, sir. And that is one reason, Mr. Senator, why 
we would not dispose of zinc, because we would not in any way- 
disrupt the market. We do not want to hurt any industry in this 
country. 

Therefore, the zinc that we get goes into this supplemental stock- 
pile, and it stays there. We will not dispose of it as long as it would 
in any way disrupt the market. 

Senator Douglas. Does it have perpetual life? 

Mr. HoEGH. Yes. 

■ Senator Douglas. Does zinc deteriorate in storage? 

Mr. HoEGH. It has perpetual life and does not deteriorate 
appreciably. 

Senator Douglas. All these materials in strategic and critical mate- 
rials inventories come to an $8,400 million cost figure. 

Mr. HoEGH. Yes, that is right. 

Senator Douglas. And the inventory of Commodity Credit 
Con>oration comes to something over $7 billion. 

You speak of a "cost figure." How do you estimate cost? 

Mr. HoEGH. This is what we actually have had to pay for these 
materials. 

Senator Douglas. That is, cash in the case of 

Mr. HoBGH. Either cash or through barter, yes. 

Senator Douglas. How did you figure cost under the barter 
provision? 

Mr. HoEGH. We defer there to the Department of Agriculture. 
It is the price 

Senator Douglas. Is it the cost of acquisition of the farm com- 
modities; the wheat and the cotton primarily? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. At market prices? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. What you are saying is that you are in over- 
supply on many of these items? 

Mr. HoEGH. That is right, sir. 

Senator Douglas. And you would like to have the right to sell? 

Mr. HoEGH. No, sir. We have not asked that from you. We 
have that right, Mr. Chairman. 

■ Senator Douglas. Oh. You would like to have the right to sell 
under contracts providing for delivery after June 30, 1965? 

Mr. HoEGH. The amendment would enable us to make negotiations, 
perfect negotiations, whereby, if it would not disrupt the market for 
us to dispose of a certain material or materials, we could dispose of 
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it over a period of years, more than the 5-year period which is now 
restricted W the law. 

Senator Douglas. Do you really need a longer period than 5 years? 

Mr. HoEGH. Yes, We feel that 10 years is more appropriate. 

Senator Douglas. You have no power to sell anything in the 
national stockpile? 

Mr. HoEGH. No, sir. Not without the approval of the Congress, 
except in the case of obsolescence. 

Senator Douglas. Is this proposed amendment to take care of a 
hypothetical need for a 10-year period, or have you actually had 
instances where your inability to negotiate long-term programs has 
prevented your disposing of 

Mr. HoEGH. Not as yet, sir. We have not 

Senator Douglas. This is purely hypothetical? 

Mr. HoEGH. This is projected; yes, sir. 

For that reason, it probably could wait until the next session of 
Congress. However, we ultimately feel that it must and it should be 



Senator Douglas. What has happened in the case of aluminum? 

You have quite a lot of aluminum in stock. 

Mr. HoEGH. Yes. 

Senator Douglas. You have $368 million worth in the defense 
production stociipile and $13 million in the supplemental stockpile, 
or a total of about $381 million. And, not knowing, it is quite possible 
that you may have quantities of this also contained in the aatiooal 
stockpile. 

Mr. Hoegh. Yes, there is a lot there. 

Senator Douglas, Early in the Korean period aluminum was in 
veiy short supply for the domestic market and users. We had all 
kinds of demands by small firms that wanted to have aluminum for 
fabricating purposes. The Office of Defense Mobilization and the 
Defense Department said, "No, you cannot have it," 

So now it turns out you overstocked. I do not sayyou, but it turns 
out that the Government overstocked, Governor. Wiat do you plan 
to do with this surplus aluminum now? 

Mr. Hoegh. We, of course, at this time know that the market is 
qiiite saturated, and for that reason we have no plans to dispose of 
aluminum at this time. However, the industry has expressed some 
interest in working out some arrangement whereby this could be 
disposed of to the industry over a long period of time. Negotia- 
tions 

Senator Douglas. Is that one of the reasons why you want a 10- 
year contract? 

Mr. Hoegh. Yes. I could not say at this time that it is at such 
state that it is a requirement now, but it could be at such a state next 
January or February 1961, 

The negotiations have not been that far reaching as to 

Senator Douglas. You have a lot of nickel in stock, too, 

Mr. Hoegh. Yes. 

Senator Douglas. Have the automobile companies given up their 
penchant for nickel? 

' Mr. Hoegh. No; there is still a demand for nickel. 
■ Senator Douglas, What? 
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Mr. HoEQH. We do have an excess of nickel. And we have put 
some on the market. 

Senator Douglas. Suppose this plant in Cuba that we have is 
closed down. May we not be in trouble on that? 

Mr. HoEQH. Well, if they should confiscate that plant, of course, 
then our national stockpile and our other stockpiles of nickel would 
be most helpful, and 

Senator Douglas. It might be weU not to let go of that too quickly. 

Mr. HoEOH. We are not. We are not letting go very quickly. 

Senator Douglas. What about titanium? 

Mr. HoEGH. We have an excess of it, again, and it is a very poor 
market, and we have no plans 

Senator Douglas. You have $168 million in the Defense Production 
"Act stockpile, $21 million in the supplemental, or a total of $189 
million. Is this what the Dow Chemical Co. produces? Do they 
produce titanium? 

Mr. HoEGH. Among others; yes. Union Carbide is one of them; 
Du Pont is another. We do not at this time have any plans to dispose 
of any of this titanium because the market is so weak. 

Senator Douglas. One of the things that strikes me, Mr. Hoegh, 
is that as we come to metal after metal you do not have plans to 
dispose of these items. Then why do you want the lO-year authority? 

Mr. HoEOH. The reason is that industry sometimes expresses an 
interest in absorbing some of this excess, and when we do talk to them, 
they do not think of it in the period of 3 or 4 years or 1 year, but they 
think more in the terms of 10 years. We feel ultimately that this 
amendment is going to be most essential. 

Senator Douglas. When you do dispose of these, you are required 
by law to give due notice and have competitive bidding? 

Mr. HoEGH. The law doesn't require it. 

Senator Douglas. Have you disposed of any of these items in the 
past? 

Mr. Hoegh. Yes, sir. 

Senator Douglas. Are you satisfied that there has been competitive 
bidding? 

Mr. Hoegh. Yes, sir; whenever that is necessary to determine the 
market price. We are required by law to get the market price. 

Senator Douglas. Have vou ever had identical bids? 

Mr. Hoegh. Identical bids? 

Senator Douglas. Identical bids, yes. 

Mr. HoEGH. I do not know of any, sir. You understand GSA does 
the selling for us. 

Senator Douglas. Oh. You do not do the selling? 

Mr. Hoegh. No, except that we do approve the general plan of 
disposing. 

Senator Douglas. But you do not pass on the specific persons, as 
to whether or not individual bids are to be accepted? 

Mr. Hoegh. No, that is GSA. 

Senator Douglas. Is a representative of the General Services 
Administration here? 

Mr. Hoegh. No, I do not think so. 

Senator Douglas. I would ask Mr. Hale if he would address a 
letter for the subcommittee to General Services Administration asking 
if they will submit information as to whether or not there have been 
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identical bids submitted in the sale of materials under the Defense 
Production Act, or from the national stockpile in those cases where 
materials have been sold from that source, 
(The letters referred to follow:) 

U.S. Senate, 
CoMMriTEE ON Banking and Currency, 

June 8, 1960. 
Hon. Frankun FLOfJTE, 

Adminisiralot , Genaal Services AdTninislratimi, 
General Services Building, Washinglim, D.C. 

Dear Mr. Floete; The Production and Stabiliaation Subcommittee, of which 
Senator Douglas is chairman, held a hearing yesterday on S. 3472, a bill to extend 
the Defense Production Act for an additional 2 years. In the course of the 
heariogs. Senator Douglas asked Governor Hoegh whether, in selling materials 
from the stockpiles, there had been competitive bidding and whether identical 
bids had been submitted. Goveroor Hoegh replied that the individual sales 
were made by the General Services Administration. Senator Dougla.s thereupon 
directed me to a.sk you whether or ttot there have been identical bids submitted 
in the sale of materials under the Defense Production Act, or from the national 
stockpile in those cases where materials have been sold from that source. 
Sincerely yours, 

Matthew Hale, Chief Counsel. 



Genbbal Services Administration, 

Waghington, D.C, June 9, 1960. 
Hon. Paul H. DoitnLAs, 

Chairman, Production and Stabilization SubcommiUee, Committee on Banking and 
Currency, U.S. Sertate, Washin0on, D.C. 

Dear Mb. Chairman: By letter of June 8, 1960, Mr. Matthew Hale, chief 
counsel of the Committee on Banking and Currency, requested that we advise 
whether or not there had been identical bids submitted in connection with the 
sale of materials from the Defense Production Act inventory or from the national 
stockpile. 

Our reply is based upon a review of such sales as have been made by competitive 
bidding over the past 2 years. Except for the eases described below, our review 
has not disclosed any competitive bid sales in connection with which identical bids 
have been submitted. 

Bids covering seven items of coconut oil were received on March 29, 1960. 
Of the four bids received on one of the items, the two highest were at the same 
price. The price of this commodity is subject to rapid fluctuation and bids are 
received by telegram, held until the prescribed deadhne for submission, and then 
then publicly disclosed. None of the bids for the item in question was accepted, 
since all were considered to be below the market price for the material. 

Sealed bids were opened on December 1, 1959, pursuant to an invitation to bid 
covering 23 items of raw silk. On one item six bids were received, and of these 
the two highest were at the same price. On June 1, 1960, sealed bids were opened 
covering 10 items of shellac. On one item five bids were received, of which th« 
two highest were at the same price. In each case the price was acceptable, and 
ftward was made by the recognized procedure of drawini; lots. 

There was no indication, in our opinion, of any lack of free competition in these 
instances. 

Sincerely yours, 

Franklin Floete, Administrator, 

Senator Douglas. There is a big supply of tungsten, $325 million 
worth, in the Defense Production Act stockpile, and another $16 
million in the supplemental stockpile. This is another mineral about 
which battles have been waged in Congress. 

Mr. Hoegh. Yes. Sir, we used to use 

Senator Douglas. Were purchases largely made under congres- 
sional pressure? 

Mr. Hoegh. What was that question? 
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Senator Doxjglab. Were these purchases largrfy made under 
congreasional pressure? 

Mr. HoEOH. No, I do not think bo. 

Senator Douglas. You do not think ao? 

Mr. HoEGH. I think that the governing policy here has been the 
security of this country. Initially tungsten used to be a most vital 
metal for armor-piercing weapons, and, as you knotv, that day is 
gradually moving out. For that reason the same demand and 
criticality are not in existence today as back in the Korean war. 

You see, most of these contracts. Senator, were entered into during 
the Korean war when it was evident that we were short many of 
these critical and strategic materials. Of course, we are bound by 
those contracts. 

Senator Douglas. I remember the effort of the mineral-producing 
States to have a large tungsten piu-chase program put into effect. 
I happen to have been one who opposed it. I am surprised that you 
say that there was no congressional pressure exerted to have you buy. 

Mr. HoEGH. Maybe it was before my day, Senator. I do not take 
pohtical pressure. I try to generate our policies based on the natioDfd 
security mteresta of the country. 

Senator Douglas. I congratulate you on your virtue, Governor. 

I am not certain whether my memory serves me or not. I am not 
certain whether a direct congressional mandate on this subject was 
passed or not. 

Mr. HoBGH. Public Law 733, 84th Congress, was enacted in 1956. 

Senator Douglas. To require purchase of tungsten? 

Mr. HoEQH. Yes. They only got money 1 year, however. 

Senator Douglas. Pardon me? 

Mr. Hoegh. The money for only 1 year was appropriated in support 
of Public Law 733. 

Senator Douglas. How much was appropriat«d in that year? 

Mr. Hoegh. I do not recall, sir. 

Senator Douglas. But that has lapsed? 

Mr. Hoegh. Yes, sir. 

Senator Douglas. Suppose a new drive should start for additional 
purchases of tungsten. Would you be in favor of it? 

Mr. Hoegh. No, sir. I would not. Because we have ample 
supplies. As a matter of fact, we have a excess. 

Senator Douglas. Suppose a drive started for additional pur- 
-chases of copper. How would you feel about that? 

Mr. Hoegh. The same thing would be true. We have an adequate 
supply to meet our demands. 

Senator Douglas. And what about purchases of zinc? 

Mr. Hoegh. Same thing is true. We have an abundance of zinc. 

Senator Douglas. Lead? 

Mr. Hoegh. Same thing. 

Senator Douglas. I am very glad we are going to have some 
reinforcements, Governor. 

Let me ask you this question: This stockpile was largely 
accumulated in the period when we were thinking of conventional 
warfare, warfare conducted primarily by ground troops. Now, it is 
quite possible, and indeed probable, that if we have a world war it 
■would be a nuclear war. 

Mr. Hoegh. Yes, sir. 
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Senator Douglas. To what degree are these huge stockpiles — 
both under the Defense Production Act and under the Stock Piling 
Act — really necessary for nuclear warfare? 

Mr. HoEGH. In niy opinion they are just as essential in case of a 
nuclear war. 

Senator Douglas. Why? 

Mr. HoEGH. Because it is most important that we have a capability 
to restore our industrial production, and many of these materials 
and minerals will be needed toward that end. 

Senator Douglas. Would not everything be knocked out? 

Mr. HoEGH. No, sir. No, sir. That is a false illusion that some 
people have, but nuclear war, if it were brought upon this Nation — 
we hope that it never comes to pass— would, of course, create tremen- 
dous dam^e to property and to lives, but it would not mean the 
destruction of America, 

And certainly one of onr objectives is to have a continuation of 
government, a continuation of production and survival of people, 
and for the long pull it is most important that industry have that 
capability. It must have these mmeraJs. It must have this raw 
material in order to bring about the recovery action and the ultimate 
victory of this country. 

I think it is a good investment. 

I say this: Some of it is in excess, but in those instances we do try U> 
dispose of the material, but only if it will not disrupt the market and 
will not bring injury to the industries involved. 

Senator Douglas. I am not an expert on these matters. In the 
days when we thought of an attack coming by airplane, we thought 
the industrial cities would be knocked out first. Now, with the 
great importance of missiles, it is probable that the first attack would 
be on our launching bases to knock out our power of retaliation. 

If this were successful, then there would be the threat or the reality 
of missile attack on our industrial centers. 

And from all the material I can get, the human destruction would 
be very great. 

Mr. I^EGH. Yes, sir. 

Senator Douglas. And industrial damage would be great as well. 

I do not know what the answer is, I am very frank to say, but 
there is always a tendency for strategists to fight the next war in 
terms of the last war, 

Mr. HoEGH. We are trying to overcome that. I can assure you 
our planning is not based on World War II. You take, of course, 
the experiences of those wars, but you project what would be the 
situation should a nuclear attack strike this country. 

Our planning is based on not just today but it is based on 10 years 
hence. • 4 

We work very closely with the Department of Defense in order to 
be able to project what might happen in the future, and then our 
planntng results in programs designed to bring about the survival 
and the ultimate recovery and victory of this Nation, 

Senator Douglas. That is the proper sentiment, but forgive meftf 
I have doubts as to how much use some of these metals will be in the 
event of a future nuclear war. 

But we will pass that over because your guess may be much better 
than mine. 
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Mr. HoBGH. Mr. Chairman, I might point this out: That we are 
taking a real close look again primarily to determine what the ulti- 
mate of these stockpiles should be, based upon a nuclear attack. That 
study is in great detail, and we hope to consummate it sometime in 
1961. That will give us a clearer picture. 

Senator Douglas. Three-quarters of the stockpile b in the national 
stockpile? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. That has been something that is oflfstage in our 
entire discussion and I suppose must of necessity be largely so. 

If this is not a proper question to reply to, do not reply to it. Is 
it your judgment that the same statement which you have made about 
the Defense Production Act stockpile and the supplemental stockpile 
applies also to the national stockpile? 

Mr. HoEGH. General speaking; yes, sir. Yes, sir. 

Senator Douglas. But not invariably? 

Mr. HoEGH. No. 

Senator Douglas. Are you reviewing the specific commodities to 
determine whether or not they would be needed in the event of a 
nuclear war? 

Mr. HoEGH. Yes, sir. We are reviewing each item, and we hope 
by the first of the year that we will have that information. 

Senator Douglas. Do you plan to dispose of those that you do not 
regard as essential? 

Mr. HoEGH. Over a long period of time, and as long as it fits our 
policy that we will not disrupt the market; and, secondly, that it will 
not have international relations damage. 

Senator Douglas. Without objection, the report submitted by 
Senator Byrd will be printed in the record at this point. Without 
objection, also, the ODM policy statement on stockpiling critical and 
strategic materials will also be inserted in the record. 

(The material referred to follows:) 

[From the Congressional Keoord, May 11, IBW, p. WITJ 



Mr. Btbd of Virginia. Mr. President, as chairman of the Joint Committee on 
Reduction of Nonessential Federal Expenditures, I submit a report on Federal 
stockpile inventories as of Maj-ch 1960. I ask unanimous consent to have the 
report printed in the Record, together with a Btatement by me. 

(There being no objection, the report and statement were ordered to be printed 
in the Record, as follows;) 
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FEDERAL STOCKPILE INVENTORIES 
MARCH 1960 



INTRODUCTION 

Tliia is the fourth in a series of monthly reports on Federal stockpile 
inventories under the Department of Agriculture, General Servicea 
Adminiatratiota, and the Office of Civil and Defense Mobilization. It 
is for the month of March 1960. 

The report is compiled from official data on quantities and cost value 
of commodities in these stoc^iles submitted to the Joint Committee 
on Beduction of Nonessential Federal Expenditures by the agencies 
involved. 

The three agencies reported that as of March 1, 1960, the cost 
value of materials in their stockpile inventories totaled $15,638,231,000 
and as of March 31, 1960, they totaled $15,603,074,000, a net de- 
crease of $35,157,000 reflecting acquisitions, disposals, adjustments, 
etc., during the month. 

Different units of measure make it impossible to summarize the 
quantities of commodities and materials which are shown in tables 1, 
2, and 3, hut the cost value figures are summarized by agency and 
program as follows: 
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Detailed tables in this report show opening inTentories at the be- 
ginning of the month in quantitj and cost, transactions during the 
month, and the closing inventonee at the end of the month. Each 
inventory is shown by commodity except the national stockpile, for 
which commodity detailed is classified. 

Pertinent information and explanation are set forth in notes ac- 
companying the respective tables. Statutory authority and pn^am 
descriptions are shown in the appendix to the report. 

The inventories covered by the report are tabulated in detail as 
follows: 

Table 1. — ^Agricultural price support program inventories imder 
Commodity Credit Corporation, Department of Agriculture, 
March 1960: Including agricultural commodities, strat^c 
and critical materials acquired by exchange or barter, and spo- 
<ual acquisitions under the Defense Production Act. 
Table 2.— Strategic and critical materials inventories under Gen- 
eral Services Administration, March 1960; Including materials 
in the national stockpile. Federal Facilities Corporation tin 
inventory, Defense Production Act purchase program, the 
supplemental stockpile of materials acquired by exchange or 
barter of (^cultural commodities, etc., and invraitory in 
transit from Commodity Credit Corporation to the supple- 
mental stockpile. 
Table 3. — Civil defense stockpile inventory under the Office (rf 
Civil and Defense Mobilization, March 1960. 
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. Tabls l.-~AariottUural price support program tnoentoriea under Com- 
moditii Credit Corporatton, Department of Afrtculture, March ItStt 
Indtiding agricultural coTMnodiUes, ttrategie and erilicai malerials ae^irtd by 
exchange or barter, and ejteeial acquisition* under the Defense Prodnetum Act 

KXPI^NATOBT NOTKS 

The Deportment of Agrioultuie deflnee the conteot of the oolumna u follows: 

Program and commodUy, — Lists each commodity in the form Id which It exists 
when extended support, and in 8om« Inet&ncefl in & form to which the supported 
commodity Is prooeased or converted to Increase marketability. The commodities 
are grouped under the ^propriate statutory subclasaifl cations as "Basic," "Dca- 
ignated nonbaeio," "Other nonbaalo," and "Exchange." 



InnenUrry, beginning oj moniJi.— <JuaoUty: In number of units. Cost value: 
All inventories are recorded in the accounts at cost, "Cost value" ' '""' 



of the initial cost of the commodity plus storage, handling, trBDSportation. and 
Bcceasorial exiMnees paid or accrued up to the date of reporting. The initial cost 
of inventories acquired by deUvery of collateral securing loans is the unpUd 
balance of the notes plus storage and other charges advanced, any equities due or 
paid to producers on warehouse-stored collateral (by Pubhc Law 85-836, and 
b^inning with 1959 crop production, the Corporation will not make equity pay- 
ments to borrowers on unredeemed price support loan coUateral, title to which it 
acquires on or after maturity of the loans), and the net value of any quantity or 
quality differences determined upon delivery of fan 
paid to leuding agencies participating in the loan 
to 1958 were recorded as a part of inventory cost. 

A (iju«finent>.~ Warehouse settleinente, exchanges and transfers (net); Ware- 
house settlements include the net differences in quantity and/or value represented 
by the net of overdeliveries, premiums, underdeliveries, and discounts arising 
from movement of commodities. Exchanges represent the net change in quantity 
and/or value for inventories exchanged or in process of exchange. On completed 
exchanges, the change in value represents dilTerentials due to location, quality, 
and quantity. Unprocessed commodities removed from inventory tor conversion 
or processing (on a contractual or fee basis and excluding conditional sales) are 
included as a reduction of inventory. Processed commodities acquired as a result 
of this conversion or processing are included as an addition to inventory. 

Acquisitions. — As reflected in accounting records and reports; and includes com- 
modities acquired by delivery of collater^ securing loans, commodities purchased 
under terms of purchase agreements, commodities purchased directly from pro- 
ducere or processors as a part of the support operation but not under puronaae 
agreements; and processed commodities acquired by purchases which offset condi- 
tional sales of unprocessed commodities from inventory. The cost value of 
acquisitions is described under the explanation of the cost value of inventory. 

Carrying charges added to investment after acquisition. — Total costs of Btorans, 
handling, transportation, and other accessorial expenses incurred during the 
monUi. 

Disposals. — As reflected in accounting records aud reports. Inventory trans- 
actions generally are recorded on the basis of transfer of title. Disposition commit- 
ments are not reflected in the accounts. Cost value: Represents acquisition value 
plus applicable amount of carrying charges. The amount of cost allocated to 
oommoditles removed from inventory is determined with the view of retaining in 
the inventory accounts the cost of commodities remaining on hand. The cost 
allocated to commodities removed from price support inventory is generally com- 
puted on the basis of average unit cost of the commodity reflected in the inventory 
accounts for the applicable crop year and general storage location. In the case of 
commodities generally stored commingled (e.g., bulk grains and bulk oils) the crop 
year is determined on the &rat-in, first^iut basis. In the case of commodities 
stored in identiSed lots, the crop yeiir ia deterraioed by lot identification. 
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38 DEFENSE PRODUCTION ACT EXTENSION, 1960 

Table 2. — Strategic and critical materials tncerttorieg under General 
Services Admirtlatration, March ISBO: Including maleriaU in the naiional 

Mtockpile, Federal Facilities Corporation tin inventory, Defenet Produelion Ad 
pvTchaie program, tht tuppUmtntal stockpile of maleriaU acquired by excltangt 
or barter of agricultural commodiiiet, etc., ana inventory in trantii from Com- 
modity Credit Corporation to tht tuppUmtntal ttoekpite 



Adjualmenti. — Represents increases (-f } or decreaaea (— ) of material in in- 
ventory other than mcreases from acquisitions or decreases from disposals. De- 
ereasBS occur from theft, loss incurred while in transit to stockpile location, 
repacking from one type of container to another, beneficiation of a low-grade 
material to a higher grade, and the removal of material for sampling and testing 
purposes. Increases occur from return of material previously removed for sam- 
pling and testing purposes and from quantities received at storage locations in 
excess of quantities billed by the contractor. A new chemical analysis of the 
materials may cause an increase or decrease where the weighte are based on chem- 
ical and moisture content. Increases or decreases are also made from findings 
of audita of inventory and accoiuiting records. 

Acquititiona. — For the National Stockpile and Defense Production Act acquisi- 
tions include open market purchases at contract prices; intradepartroeotal trans- 
fers at market or appraised value at time at transfer; transportation to first 
permanent storage location; and beneficiating and processing cost In upgrading 
materials. For the supplemental stockpile acquisitions include the market value 
or CCG's acquisition coat whichever is the lower at time of transfer from CCC, 

DiipoeaU. — Cost of disposals are calculated at the average unit price of inventory 
•t time of removal from inventory. For the national stockpile inventory dis- 
posals coosist of sale of materials that by their nature would deteriorate if held 
ID Storage for lengths of time; and sale of materials that have been determined 
to be obsolete or excess to the needs of Government. For the Defense Production 
Act inventory disposals oonsist of sale of materials that have been determined 
to be obsolete or excess to the needs of Government. 
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42 DEFENSE PRODUCTION ACT EXTENSION, I96ft 

Table 3. — Civil defente atockpile inventory under the OMce ot 
Detente MohUiiation. March I$S§ 



Commodity. — Composite groupe of many different items. 

Unit of meaewe. — Shown onlj for engineering supply units and hospital funo- 
tionai units; not feasible by other composite groups. 

Inventory-gwiTitity. — Shown only for two items, namely, en^neering supply 
unite and civil defense emergeDoy hospital functiocal units. It is not feasible to- 
furnish quantity figures on the other commodity groups because they are com- 
posite groups of many different items. To report quantities, it would be nec- 
essary to list severid hundred different items. 

Inventory-eott value. — The dollar value figures on commodities in the oivili 
defense stockpile inventory reflect essentially the actual costs of the commodities. 
No transportation, delivery, or storage costs are included. However, these state- 
ments should be qualiBed by the fact that the total inventory includes Government 
excess property items valued at over $2 million (a little mote than I percent of the- 
total), which were acquired by Office of Civil and Defease Mobilization at little 
or no cost. These materials are received into the inventory on one of three value 
bases: Items similar or identical to items purchased in the o^en market for stock- 
pile purposes are accepted at the average unit coat for similar items purchased; 
the remuning items are accepted at a current fair value, if such has been de- 
termined, or at the oiiginal acquisition cost to the Federal Government, if a current 
fair value has not been determined. 

Adjuetmentg.—'Rept^Benta inventory pricing adjustments resulting from re- 
calculation of fixed average unit prices, transArs of commodities from one com- 
posite group to another, etc., durmg the month. 

Aequititioru. — Materials placed in inventory during the month, including return 
to inventory of items previously released from inventory for reworking, etc. 
Value stated in terms of actual costs of the commodities. 

Ditpoialt. — Materials removed from inventory during the month, hicluding 
items released from inventory for reworking, etc. Value stated in terms of 
average unit costs. 
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APPENDIX 



United States Depabtmbnt op Aobicultube 
comhoditt credit cokpokation 

The price sTipporl proffram 

Price-support operations are carried out under the Corporation's charter 
powers (16 U.S. C. 714), in conformity with the Agricultural Act of 19*9 (7 U.8.C. 
1421), the Agricultural Act of 1954 (7 U.S.C. 1741), which includes the National 
Wool Act of 1954, the Agricultoml Act of 1956 (7 U.S.C. 1442), the Agricultural 
Act of 1958 and with respect to certain types of tobacco, in conformity with the 
-act of July 28, 1945, aa amended (7 U.S.C. 1312). Under the Agricultural Act 
of 1949, price support is manilatory for the basic commodities — corn, cotton, 
wheat, rice, peanuts, and tobacco-— and specific nonbasic commodities; namely, 
tung nuts, honey, milk, butterfat, and the products of milk and butterfat. Under 
the Agricultural Act of 1958, as producers of corn voted in favor of the new price* 
support program for corn authorized by that act, price support is mandatory for 
barley, oats, rye, and grain sorghums. Price support for wool and mohair is 
mandatory under the National Wool Act of 1954, through the marketing year 
ending March 31, 1962. Price support for other nonbasic agricultural commodi- 
ties is discretionary except that whenever the price of either cottonseed or soy- 
i)eans is supported, the price of the other must be supported at such level as the 
Secretary determines will cause them to compete on equal terms on the market. 
This program may also include operations to remove and dispose of or aid in the 
removal or disposition of surplus agricultural commodities for the purpose of 
stabilizing prices at levels not in excess of permissible price-support levels. 

Price support is made available through loans, purchase agreements, purchases, 
and other operations, and, in the case of wool and mohair, through incentive 
payments based on marketings. The producer's commodities serve as collateral 
for price-support loans. With limited exceptions, price-support loans are non- 
recourse and the Corporation looks only to the pledged or mortgaged collateral 
for satisfaction of the loan. Purchase agreements generally are available during 
the same period that loans are available. By signing a purchase agreement, a 
producer receives an option to sell to the Corporation any quantity of the com- 
modity which he may elect within the maximum specified in the agreement. 

The major effect on budgetary expenditures is represented by the disburse- 
ments tor price-support loans. The largest part of the commodity acquisitions 
under the program resiilt from the forfeiting of commodities pledged as loan 
-collateral for which the expenditures occurred at the time of making the loan, 
rather than at the time of acquiring the commodities. 

Dispositions of commodities acquired by the Corporation in its price-support 
operations are made in compliance with sections 202, 407, and 416 of the Agri- 
cultural Act of 1949, and other applicable legislation, particularly the Agricul- 
tural Trade Development and Assistance Act of 1954 (7 U.S.C. 1691), title I erf 
the Agricultural Act of 1954, title II of the Agricultural Act of 1956, the Agii- 
'Oultur^ Act of 1958, the act of August 19, 1958, in the case of commeal and wheat 
flour, and the act of September 21, 1959, with regard to sales of livestock feed in 
emergency areas. 
Defense Produclion Act program 

The programs authorised by and certified to the Secretary of Agriculture 
under the provisions of the Defense Production Act are administered and operated 
through the Commodity Credit Corporation. 

All present and past programs involve the acquisition and disposition of agri- 
cultural commodities or products thereof. Commodities acquired are entered 
Tin and maintained through the inventory accounts of the Corporation. As th« 
•commodities are disposed of, the realized gains or losses are recorded by CCC as a 
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receivable against the Secretary of Agriculture. Adminiatrative expenses of the 
Corporation are recorded in this receivable; and interest is computed monthly on 
tiie total amount of CCC's investment at the same rate per annum as that paid 
by the Corporation on its borrowings from the Treasury. 

The net total of realized gains and losses, CCC's administrative expenses, and 
COC'b interest expense represented a payable item under the revolving fund. 

The recording of reahzed gains or losses represents a cash basis, inasmuch as 
the amounts recorded represent the net results of actual dispositions. Values of 
inventories on hand at reporting date are not included in these fund accounts and 
therefore allowances for losses are not included. Administrative and interest 
expenses are accounted for on an accrual basis. All values are at cost. 

When a program is completed, the Secretary of Agriculture secures funds by 
issuing interest- bearing notes to the Treasury and reimburses CCC. Interest 
on the notes issued by the Secretary is accrued monthly, compounded semi- 
annually, as an accrued liability of the revolving fund. 

Genebal Services Administration 

strategic and critical materials stockpiling and related programs 

/. National elock pile 

The Strategic and Critical Materials Stock Piling Act (50 U.S.C. 98-98h) 
provides for the establishment and maintenance of a national stockpile of strategic 
and critical materials. GSA is responsible for making purchases of strategic and 
critical materials and providing for their storage, security, and maintenance. 
These functions are performed in accordance with directives issued by the Director 
of the OtRce of Civil and Defense Mobilization. The act also provides for the 
transfer from other Government agencies of strategic and critical materials which 
are excess to the needs of such other agencies and are required to meet the stockpile 
objectives established by OCDM. In addition, GSA is responsible for disposing 
of those strategic and critical materials which OCDM determines to be no longer 
needed for stockpile purposes. 

General policies for strategic and critical matetials stockpiling are contained in 
DM0 V-7, issued by the Director of the Office of Civil and Defense Mobilization 
and published in the Federal Register of December 19, 1959 (24 F.R. 10309). 
Portions of this order relate also to Defense Production Act inventories. 
*. Tin received from Federal FacttitieM Corporation 

Public Law 608, 84th Congress (50 U.S.C. 98 note), provided, among other 
things, for the continuation of operation of the Government-owned tin smelter 
at Texas City, Tex., from June 30, 1956^ until January 31, 1957. It provided 
also that all tin acquired by the Federal Facilities Corporation by reason of such 
extension should be transferred to GSA. 
5. Defense Produrtion Act 

Under section 303 of the Defense Production Act ot 1950 (50 U.S.C. App. 2093) 
and Executive Order 10480, as amended, GSA is authorized to make purchases 
of or commitments to purchase metals, minerals, and other materials, for Govern- 
ment use or resale, in order to expand productive capacity and supply, and also 
to store the materials acquired as a result of such purchases or commitments. 
Such functions are carried out in accordance with programs certified by the 
Director of the OSice of Civil and Defense Mobilization. 
4. Stippiemental stockpile 

As a result of a delegation of authority from OCDM (32A C.F.R., ch. I, DMO 
V— 4) GSA is responsible for the maintenance and storage of materials placed in the 
supplemental stockpile. Section 206 of the Agricultural Act of 1956 (7 TJ.S.C. 
1856) provides that strategic and other materials acquired by the Commodity 
Oedit Corporation as a result of barter or exchange of agricultural products, 
unless acquired for the national stockpile or for other purposes, shall be trans- 
ferred to the supplemental stockpile established by section 104(b) of the Agri- 
ouitural Trade Development and Assistance Act of 1954 <7 U.S.C. 1704(b)). In 
addition to the materials which have been or may be so acquired, the materials 
obtained under the programs established pursuant to the Domestic Tungsten, 
Asbestos, Fluorspar, and Columbium-Tantalum Production and Purchase Act of 
1956 {50 U.S.C. App. 2191-2195), which terminated December 31, 1958, have 
been transferred to the supplemental stockpile, ae authorized by the provisions 
of said Production and Purcnase Act. 



ijGoogle 



46 DEFENSE PRODUCTION ACT EXTENSION, 1960 

OrncB or Civil and DErnNax Mobiuzatioh' 



Bection 201(h), is designed to provide _ . . _ 

flngineeriog supplies for emergeDcy use in event of enemj att&ok. Materials 
and equipment not aonnaJly available or not present in the quantities needed to 
-oope with Buch conditions are stockpiled at Btrateaio looationa. The Office of 
Civil and Defense Mobilization stockpile procured to date including medieal 
Buppliea, emergency engineering equipment, and radiological inatmments ia 
stOTed and maintained in a nationwide warelkouse system consisting of medical 
And general storage facilities. 

ExPLANATOHY Notes Relating to the Rxportin'o of Straoetic and Cbitical 
Mathrialb Acquired by Exchange or Barter of Aoricoltdral Cou- 
uodities 

Surplus agricultural commodities in the Commodity Credit Corporation's 
price-support inventory may be exchanged or bartered for strategic and critical 
materials under the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 4S0), and other basic legislation including the CCC Charter Act, as 
amended, the Agricultural Act of 1954, and the Agricultural Act of 1956. 

Except for small amounts which may go to the national stockpile, the strategic 
and critical materials acquired by Commodity Credit Corporation under the 
barter program are transferred to the supplemental stockpile. 

Direct appropriations reimburse Commodity Credit Corporation for materials 
flo transferred from the price-support inventory. 

The General Services Administration ia charged with the custody and mana^ 
ment of strategic and critical materials, and becomes the responsible reportmg 
agency when title to these bartered materials is placed in the supplementu 
Stockpile. 

For purposes of this report, strategic and critical materials acquired by bart^ 



2. The General Services Administration reports those which have been trans- 
ierred from the Commodity Credit Corporation exchange inventory in two parts: 

A. Materials for which title is "in transit" from Commodity Credit Cor- 
poration to the supplemental stockpile. 

B. Materials for which title has passed to the supplemental "toekpUe. 
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Statement by Senator Byrd of Viroinia 

The coat value of materials in nine Federal stockpile irnentoties aa reported 
■by the Department of Agriculture General Servicee Administration and the 
•Office of Civil and Defense Mobilization on March 31 1960 totaled SI5,603,- 
■074,000. March activitv in these stockpiles resulted m a net reduction of 
$35,157,000. 

- The net change in these stockpile m\entonpa reflects acq UMtioni disposals 
.and adjustments. The March activity and the end-of the month totals are 
summarized as follons 

(In tfaausands] 





Cost value 


MarctlWO 




during month 


Total, end 


Price support pr(«rami 


-M8.804 
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■Office of Civl! anil Defense MobUlwtlon: 


171, 9t» 






-3i,lS7 









INCREASES AND DECREASES 

Major net decreases in cost value during the month were reported as follows: 
■$44 million in cotton, S22 million in wheat, and $16.5 million in corn. 

These decreases were partially offset by major net increases including; $20 
million in milk and butterfat, S12 million in aluminum and aluminum ores, and 
aiO million in rice. 

AORICTTLTUIUI. COMMOOrriES 

Of 23 agricultural commodities in Commodity Credit's $6.9 bilUon price support 
inventory on March 31, 1960, those leading in cost value include: 
Wheat, with 1,1 billion bushels at a cost of $2.S billion; 
Corn, with 1.2 billion bushels at a cost of $2.1 billion; and 
Cotton, with more than 5.6 million bales at a cost of $988 million. 

STRATEGIC AND CRITICAL MATl^RIALS 

Strategic and critical materials are shown in sin inventories totaling $8.5 billion. 
Including the $6.2 billion national stockpile for which itemized detail is classified. 
Combined figures from the other five inventories show materials (in all grades and 
forms) leading in cost value as follows; 

Aluminum, bauxite, etc., with 5.8 million tons at a cost of $454 million; tungs- 
ten, with 84 million pounds at a cost of $341 milhon, and manganese and manga- 
nese ores, with 4.4 million tons at a cost of $292 million. 

CIVIL DEFENSE BDPPLIES AND EQUIPMENT 
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IFrom the Fedraal Register, Dec. 19, 19Ge] 

TITLE 32A— NATIONAL DEFENSE, APPENDIX 
Chafteb I — Office of Civn. *ni> Defense Mobilization 

ID.M.O. V-3 Canoelledl 
a SUBPLUS MATEEIAI.S ACaUIBBD UNDEETHE 



iD.M.O. V-7, Revised] 
FOR STRATEGIC AND 

By virtue of the authority vested in me by Reorganization Plan No. 1 of 1958 
and Executive Order 10773, it is hereby ordered: 

1. General role of the strategic stockpile. The strategic stockpile shall take 
account of the potentiality of limited war and general war and shall assume rapid 
mobilization in the event of an emergency. 

2. Period covered by stockpiling. All strategic stockpile objectives shall be 
limited to meeting estinrjated shortages of materials for a three-year emergency. 

3. Stockpile objectives. Strategic stockpile objectives shall be adequate for 
limited or general war, whichever shows the larger supply- requirements deficit 
to be met by stockpiling. Stockpile objectives shall be determined on the basis 
of time required for supplies of materials in a national emergency to match, 
essential needs of the emergency. The objectives shall consist of (1) a "basic 
objective," which assumes reliance on sources of supply factored to reflect 
estimated supply risks, and (2) a "ma.ximum objective, which includes an 
additional allowance to take into account the complete discounting of sources of 
supply beyond North America and comparably accessible areas. 

Until such time as the essential needs of the nation in the event of a nuclear 
attack (including reconstruction) can be determined, the maximum objective 
shaU not be less than six months' usage by industry in the United States in periods 
of active demand. 

4. Emergency requirements. The requirements estimates for both limited and 
general war shall reflect specific requirements so far as they are applicable and 
available. Otherwise it shall be assumed that the total requirements would 
about equal the consumption by industrial capacity, considering necessary war- 
time limitation, conservation, and substitution measures. Requirements shall be 
discounted for wartime losses of consuming capacity to the extent that such losses 
can be reliably estimated, 

5. Emergency supplies. Estimates of supply for the mobilization period shall be 
based on readily available capacity and known resources. The share available to 
the United States shall be discounted to reflect the risks involved internally in 
supply countries, the risks of concentration of the source, the risks of overseas 
shipping and the vulnerability of domestic sources to destruction. Domestic 
supplies shall be discounted in cases of excessive concentration to the extent of the 
estimated time required to restore capacity that may be damaged. 

6. Provision for speciai-properly materials. Prospective needs for high-temptera- 
ture and other special-property materials shall be considered on the basis of a 
three-year period beginning not more than two years in the future. Estimates 
of requirements therefor shall be included in the computation of objectives when 
there are indications of reasonably firm minimum requirements. In this connec- 
tion arrangements shall be made for the regular availability ot objective scientific 
advice to assist in such evaluation. 

7. Frequency of supply-requirements revievit. The supply-requirements balance 
for any material that is now or may become important to defense shall be kept 
under continuing surveillance and shall be given a fuH-scale review at any time 
that a change is believed to be taking place that would have a significant bearing 
on the wartime readiness position. Supply-requirements balances shaU be ex- 
amined at least once a year to ascertain the need for a full-scale review. Priority 
of review shall be givoii to materials under procurement. 

8. Procurement policy. The basic objectives shall be attained expeditiously. If 
necessary, sources of supply shall be expanded. Procurement, however, shall be 
tapered as the basic objectives are approached. The maximum objective shall be 
reached on a lower priority basis by such means as (1) deliveries under existing 
— -- ■ , (2) transfers from other Government programs, (3) purcha.ses witn 
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available foreign currencies, (4) barter of "U.S. agricultural surpluses, and (5) pro- 
grams to maintain the mobilization base under paragraph 9. Future long-term 
contracts shall contain termination clauses whenever possible. 

9. MairUenance of the mobilisation base. The mobihzation base shall relate to 
the projected supply capacity, including standby capacity, that would bo readily 
available for an emergency commencing on any assumed date rather than to 
the output of a given period. Stockpile procurement to maintain this capacity 
shall be undertaken only within the maximum objective. Although various 
measures that are feasible shall be considered for meeting a mobilization deficit 
■of materials, measures other than stockpiling shall be undertaken only after it 
is clear that stockpiling is not the best solution. All inventories of Government- 
owned materials held for long-term storage are a part of the mobilization base. 
If they are sufficiently large they may eliminate the need for a producing 
mobilization base segment. 

10. Upgrading to ready usability. Where the general basis for estimating 
supplies of a material, including allowance for plant vulnerability, does not caU 
iot a sufficient quantity in a form suitable for immediate use to meet the initial 
surge of demand and abnormal conditions of intensive mobilization, a mimimum 
readiness inventory — approximately a six months' requirement— shall be pro- 
vided near centers of consumption. An interagency review should be undertalcen 
to determine whether a need for a larger or lesser allowance may exist. Materials 
in Government inventories may be upgraded only when the net cost is less than 
the cost of new material. Materials will not be upgraded to such a degree, how- 
■ever, as to impair flexibility of use. Payment in kind may be used within the 
objectives to finance the upgrading, provided that the release of materials to 
pay for the upgrading will meet disposal criteria. 

11. B«neficiation of anbtptcification jnaleriala, fiubspecification-grade material 
in Government inventory may be beneficiated within the limits of the maximum 
objectives when this can be accomplished at less net cost than buying new 
material. 

12. Cancellation of commitments. Commitments for deliveries to national stock- 
pile and Defense Production Act inventories beyond the maximum objectives 
flhall be canceled or reduced when settlements can be arranged which would 
be mutually satisfactory to the supplier and the Government and which would 
not be disruptive to the economy or to projects essential to the national security. 
Such settlements may take into account anticipated profits and cover adjust- 
ments for aliove-market premiums. The settlement of commitments may be 
made through the payment of cash or through the application of surplus prop- 
«rty or resale of materials. Responsibility with respect to the settlement of com- 
mitments in the light of overall interests of the Government rests with the 
Administrator of General Services, who shall keep other agencies advised and 
consult with them to the extent appropriate. 

13. Retention of Defense Production Act inventories. Within the limits of un- 
filled maximum stockpile objectives, stockpile-grade materials acquired under the 
Defense Production Act shall be retained for national stockpile purposes. 

14. Disposals. The Director of the Office of Civil and Defense MolDilization 
will authorize the disposal of excess materials whenever possible under the fol- 
lowing conditions; (a) avoidance of serious disruption of the usual markets of 
producers, processors, and consumers, (b) avoidance of adverse effecls on inter- 
national interests of the United States, (c) due regard to the protection of the 
United States against avoidable loss, and (d) except when the materials are 
channeled to other agencies for their direct use, approval of the Departments of the 
Interior, Commerce, State, Agriculture, and Defense, and other covernmenta] 
agencies concerned, and consultation as appropriate with the industries concerned. 

In ma>(ing such disposals preference shall be given to materials in the DPA 
inventories. 

Disposals of materials that deteriorate, that are likely to become obsolete, that 
do not meet quality standards, or that do not have stockpile objectives, are to 
be expedited. 

The Administrator of General Services shall be responsible for conducting nego- 
tiations 'for the sale of materials and will consult with and advise the agencies 
ciHicern«d. 

15. Public notice on ditpoiaU. Generally, the sale of excess materials acquired 
under the Defense Production Act will be made only after appropriate public 
aDDOUDcement of the quantity or quantities to be offered in a specified period of 
time. 
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16, Direct Goi)emment wse. Government agencies which directly use strategic- 
and critical materials shall fulfill their requirements through the use of materials in 
Government inventories that are excess to the needs thereof whenever such action 
ia found to be consistent with overall disposal pohcies and with the best iuterests- 
of the Government. Except where appropriate in tie judgment of the Adminis- 
trator, General Services Administration, the requirements of section 14, above, 
with respect to approval by Government departments or agencies and consulta- 
tion with industries, shall not be applicable to transfers of strat^c and critical 
materials for direct Government use. 

17. Declassification of stockpile data. The Office of Civil and Defense Mobiliza- 
tion shall declassify stockpile data to the maximum extent feasible when it deter- 
mines with the concurrence of agencies concerned that the national security would 
not thereby be jeopardized. 

Defense Mobilization Order V-3 (19 F.R. 1511, Mar. 19, 1954) is hereby- 
canceled. 

Defense Mobilization Order V-7 (23 F.R, 4333. June 14, 135?) is hereby- 
auperseded. 

These policies are effective immediately. 
Dated: December 10, 1959. 

Leo a. Hoegh, 
Director, Office of Civil and Defense Mobilization. 
IF.R. Doc. 60-10746; Filed, Dec. 18. I9G9; B:49 a.m.] 

Senator Douglas. The second amendment which you recjuested 
would make the report on the borrowing authority semiannual mstead. 
of quarterly. You stated this would save money and that this was- 
the principal reason for recommending it. 

Mr. HoEGH. Yes, sir. 

Senator Douglas. How much money roughly would it save? 

Mr. HoEGH. Well, I would say in the neighborhood of $10,000 to- 
$15,000 a year. 

Senator Douglas. This may seem to be peanuts to many, but it is- 
not peanuts to me. 

Mr. HoEGH. It is not to me either. 

Senator Douglas. Do you see any argument against having this & 
semiannual report? 

Mr. HoEGH. I know of no reasons. 

Senator Douglas. You do not report on the national stockpile? 
You report only on the Defense Production Act stockpile? 

Mr. HoEGH. No; I report also on the national stockpile. The de- 
tailed one on that goes to the Armed Services Committee. 

Senator Douglas. Yes. Here you are sunply requesting that the 
report on the Defense Production Act borrowing authority transac- 
tions be made semiannually rather than quarterly? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. This would save $15,000 a year? 

Mr. HoEGH. Approximately. 
- Senator Douglas. Unless there is a good reason to the contrary I 
would favor including that amendment. 

Mr. HoBGH. Mr. Chairman, we would press for all three amend- 
ments. The thing is we are most anxious, however, that we do not 
lose the Defense Production Act and the extension, and if it can be 
done without jeopardizing the extension we would be most delighted 
to have that occur. 

Senator Douglas. The third amendment is a matter that I would 
like to go into in more detail. 

Am I correct in understanding that that would waive the payment 
of interest by the General Services Administration to the Treasury 
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after June 30 of this year on money advanced for purposes covered by 
section 303? Namely, for the purchase and sale programs or for sub- 
sidies or other outright payments? 

The probable cash requirements forecast seems to indicate that 
about $331 million of interest chaises are involved compared with an 
expected overall cash deficit of $381 miUion as of June 30, 1965. 

Mr. HoEGH. That is correct, sir. 

Senator Douglas, Why do you want to free General Services from 
these interest charges? 

Mr. HoEGH. Well, sir, in the first place, thev are acquiring property 
here. It is not being disposed of. It is merely a money transaction, 
sort of a banking transaction, within the Government. 

Senator Douglas. Yes, but it enables us to keep our finger on what 
the prOOTam is costing the taxpayers. 

Mr. HoEGH. We would still, of course, make that report, and you 
would know, and yet it is a banking transaction that we think should 
be eliminated. 

There are other programs similar to this where there is no interest 
chained. I do not recall those offhand. 

On the national stockpile itself we do not charge any interest. 

Senator Douglas. Various political confreres of yours have charged 
that this is backdoor financing. 

Mr. HoEGH. Yes. 

Senator Douglas. I think you have your hand in the cookie jar.^ 

Mr. HoEOH. I am trying to get it out. 

Senator Douglas. No; I think you are trying to plunge it in deeper. 

Mr. HoEGH. It strikes me as a banking transaction that should bo- 
eliminated. 

Senator Douglas. Do I understand that in 1958 your office made a 
similar proposal? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. I find from the committee's report, Senate Re- 
port 2091, 85th Congress, that I objected to it at that time. It was 
turned down by the Congress; was it not? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. Is it true that you then went to the Appropria- 
tions Committee and you were given enough money to carry you 
through fiscal 1960 and 1961? 

Mr. HoEGH. Yes, sir. 

Senator Douglas. You received $108 million under the Supple- 
mental Appropriations Act, I960? 

Mr. HoEGH. That is right, sir. 

Senator Douglas. So it became an outright appropriation, whereas 
this would have been backdoor financing, 

Mr. HoEGH. Well, that is your interpretation. It is not quite mine. 

Senator Douglas. You have money for 1961 then? 

Mr. HoEGH. We have funds now that we feel on an estimated basis 
are adequate to take us up to July 1, 1961. 

Senator Douglas. Then why do you need this authority now?' 
WTiy not wait until next year and see if you need it in 1962? 

Mr. Hoegh. It is satisfactory with us to wait till next year. 

Senator Douglas. May I say that I am opposed to this backdoor 
financing. I think it is time for this Administration to develop some 
fiscal responsibility. 
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Mr. HoEGH. I would say that we have good fiscal responsibiHty. 

Senator Douglas, No, I think this is a very unsound method. 

What you are doing is cancelling interest and not showing it as a 
■charge wnen it really is a charge, subsidizing the operations of your 
-office so that it does not show up on the books. If we make you come 
and ask for an appropriation, which we do, then it shows up as an 
expenditure. 

Mr. HoEGH. It would still show. 

Senator Douglas. It would not be included as an appropriation. 

I am going to ask unanimous consent that an analysis of this De- 
fense Production Act borrowing authority which has been prepared 
by the Joint Committee staff be inserted m the record. 

(The analysis referred to follows:) 

Defense Pboduction Act Borrowing Adthoriti 

The $2.1 billion Defense Production Act borrowing authority was increased 
by the amount of $108 million through appropriations in the first aession of the 
86th Congress (Public Law 86-213). The total funds avaUable with the addition 
of this appropriation amount to $2,208 million. 

The most recent estimates (March 31, 1960) of GSA indicate that the cash 
requirements through the fiscal year 1960 will be $121,894,000 less than the 
$2,208 million in funds available. These estimates further indicate that the cash 
requirements through the fiscal year 1961 will be $9,109,000 less than the £2,208 
million in funds available. It is estimated that the cash requirements will 
■exceed the $2,208 raiUion in funds available by the amount of $73,201,000 at 
the end of the fiscal year 1962, by 8149,885,000 as of the end of the fiscal year 
1963, by $259,726,000 as of the end of the fiscal year 1964, and by $381,440,000 
as of the end of the fiscal year 1965. 

In forwarding recommendations for extension of the Defense Production Act, 
the Director of the Office of Civil and Defense Mobilization indicated that 
appronimately 88 percent of the potential deficit through the fiscal year 1965 
would be for payments of mterest to the Treasury. 

The amount of Treasury interest included in cash requirements varies consider- 
ably from year to year. This is understood to be due to the fact that funds are 
repayable to the Treasury in the form of 6-year notes. As a result, large borrow- 
ings from the Treasury for a given year would require large intwest payments 
6 years later. For example, as of March 31, 1960, the Treasury interest of the 
various agencies is estimated to be payable as follows; 
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Through December 31, 1959, operational loeses totaUng $374,838,352 have 
been incurred by Federal agencies operating Defense Production Act progranu 
from the resale of materials, exploration of minerals, loans and advances, Treasury 
interest charges and administration costs as follows: 

OpeiatiBt lottti 
orpr>,liC(+) 

General Services Administration (facility expansions) $297, 912, 590 

Department of Agriculture (agricultural commodities) 66, 348, 081 

Department of Interior (minerals exploration) 30, 822, 176 

Treasury Department (RFC) Ooftns and facilities) +16,316.219 

Export-Import Bank (loans) - +3,928,276 

Total operating losses - 374,838,352 
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Inventory on hand - $1,410, 242, 500 

In transit - - - 24, 591,275 

Total inventory (at cost) 1,434,833,775 

Land, atruotures and equipment 97, 666, 399 

Machine tools __ _. 10,347, 738 

Loans receivable 183,943, 146 

Cash and accounts, notes, advances receivable 26, 260, 273 

Other - -. 7,237, 150 

Total assets 1,760,278,481 

Of the total $374,838,352 losaea incurred in the programs through December 31, 
1959, losses due to resale of materials made up of about 25 percent, Treasury- 
interest charges about 57 percent, and administrative expenses about 9 percent 
as follows: 
Losses due to resales of materials: 

Minerals and metals S65, 857, 184 

Rubber +23,705,030 

Agricultural commodities 49, 991, 143 

Total- -_ _ _ 92, 143,297 

Treasury interest charges: 

GSA programs 169, 616, 503 

Agricultural commodities 6, 927, 365 

Interior Department _ 3,582,979 

Treasury Department (RFC) 28,464,978 

Exporl^Import Bank 4,069,983 

Total 212,661,808 

Administrative 35,324, 561 

Total (1950 through 1959) 340, 129, 666 

The total Government inventories of materials on hand amounted to $8,480,- 
645,100 at cost as of March 31, I960, and $1,444,438,700 of this total (at cost) 
was in the Defense Production Act inventory. The materials in the Defense 
Production Act inventory were made up of $97^,092,800 at cost meeting stoclipile 
specifications, $292,139,500 at cost not meeting stockpile specifications, and 
$179,206,400 at cost not having stockpile objectives. 

As of March 31, 1960, the materiaJs on hand in the Defense Production Act 
inventory had an estimated market value of $915,408,500. Of the total DPA 
inventory, the amount of $1,306,515,100 at cost was in excess of maximum stock- 
pile objectives. The market value of these materials in excess of stockpile objec- 
tives has been estimated to be $804,114,800. 
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Office o/ Cim'i and Defense MobilizeUion appropriaiion hialory 
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Senator Douglas. In tunes past Senator Capehart of Indiana has 
stressed very eloquently and cogently his feeling that there should 
be standby price controls in any Defense Production Act. I re- 
member the very able argument that he made some years ago on 
this subject, pointing out that, if we were suddenly plunged into a 
war, we should be able to act immediately, if necessary. 

Do you take any position on the position which Senator Capehart 
formerly took? I do not know whether he takes it now or not. 

Mr. HoEGH. Well, we have this; We have on our shelves prepared 
l^slation, and it will stay on our shelves — — ■ 

Senator Douglas. Yes, hut you would have to get Congress to act, 
would you not? 

Mr. HoEGH. Yes, we would. 

Senator Douglas. Suppose Congress is wiped out. 

Mr. HoEGH. I do not think it will be — if you follow our instructions. 

Senator Douglas. You cannot be certain of that. An attack may 
come very suddenly. We will have a great many things on our minds 
to do. 

Why not have this on the books so that that barrier will be removed? 

The Senator from Indiana has urged this very strongly, I do not 
know that I necessarily favor it at tlus time, but I thought his point 
of view should be presented — -at least his former point of view. 

Mr. HoEGH. WeU, we have the legislation prepared. 

Senator Douglas. Why do you not submit it to us? 

Mr. HoEGH. It is on our shelves. 

Senator Douglas. Are you in favor of our including it in this 
present bill? 

Mr. HoEGH. It is entirely up to you. I mean that is your 
prerogative. 

Senator Douglas. You are our advisers. Do not be like Pontius 
Pilate and wash your hands of the matter. 
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Are you in favor of it or not? 

Mr. HoEGH. I have the legislation prepared, and I have confidence 
that we would have sufficient information as to the increased tensions, 
and when the increased tensions came about I would be bringing that 
legislation over here for you to enact. 

Senator Douglas. Governor, tensions have certainly increased in 
these past few weeks. 

Mr. HoEOH. Not of sufficient magnitude, in my opinion, to indicate 
that we are going to be attacked. 

Senator Douglas. Well, we hope not. We certainly hope not. 

What I am trying to get at is: Do you or do you not recommend 
that we put a provision for standby controls in the renewal of the 
Defense Production Act? 

Mr. HoEQH. I state that we do not require it at this time. 

Senator Douglas. Then you do not recommend it? 

Mr. Hoegh. That ia right. But we do say further we have the 
legislation prepared. 

Senator Douglas. I know, but it will take time. We are dealing 
with this now. Governor. 

Mr. HoEGH. That is right. 

Senator Douglas. If we do not include it now, if an emergency 
comes, we may have to deal with it after the emergency is here and 
after great destruction has been wrought. 

Mr. HoEOH. No, I feel that you would be given an opportunity 
to enact it into law as the tensions mounted to such an extent that it 
indicated that there may be an attack upon this Nation. It would 
be one of our priority legislative acts. 

Senator Douglas. You are taking a b% chance, Governor. 

Mr. Hoegh. I do not think I am. I have confidence that you would 
act quickly and that we would have sufficient information to warrant 
bringii^ it over here. 

Senator Douglas. If the administration does not feel that this is 
necessary, I do not suppose we can ram it down your throats. Would 
you oppose the inclusion of such a provision? 

Mr. Hoegh. Would I oppose it? 

Senator Douglas. Yes. 

Mr. Hoegh. If you took the initiative? 

Senator Douglas. Yes. 

Mr. Hoegh. And enacted it? 

Senator Douglas. You do not recommend it. Do you oppose it? 

Mr. Hoegh. That would be a question for you. If you passed it 
over here, then I would pass judgment upon it. 

Senator Douglas. What I am trying to get at is: At the moment 
you are adopting a neutral position, saying, "I do not recommend it." 
The next question is: Do you advise us against it? 

Mr, Hoegh. I have stated this. Senator: I think it must be clearly 
in the record that we have the legislation drawn. It is there and 
ready and available when we feel that it is necessary to be enacted, 
and we would then bring it when we felt it was necessary. 

Senator Douglas. You do not feel that it is necessary now? 

Mr. Hoegh. That is right. 

Senator Douglas. Therefore, you advise against our taking the 
initiative to put it in? 
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Mr. HoEGH, At this time I would say yes, but with the condition 
that I just mentioned to you. I might if the tensions 

Senator Douglas. It is your responsibility then. It is not our 
responsibility. You cannot blame it on the Committee on Banking 
ana Currency or the Confess if we get into this trouble, 

Mr. HoEGH. No, and I would assume it. You do not have to 
worry about that. 

Senator Douglas. Is this a decision purely of your office, or is it 
a general policy decision? 

Mr. HoEGH. I would say that this would be a general policy deci- 
sion. 

Senator Douglas. That is; of the administration as a whole? 

Mr. HoEGH. That is right. Including myself. 

Senator Douglas. But you want us to have a rubber stamp ready 
80 we will approve a bill for controls when it comes down to us quickly 
without amendment? 

Mr. HoEGH. I want you to be able to enact it quickly; yes, sir; 
should the time come. 

Senator Douglas. In other words, you do not want us to take time 
to deliberate this matter? We have a month now to operate. We 
could deliberate this and get a good measure. But you want to give 
something to us under such pressure of time that afl we can do is to 
approve it. Is this the way that legislation should be carried on? 

Mr. HoEGH. No; but you have sufficient history to back up this 
type of legislation. It is now drawn. It is a matter of bringing it 
over to you as we feel it is necessary for enactment. 

Senator Douglas. It is not too difficult to propose a draft, but to 
get a good draft is something else ^ain. 

Mr. HoBGH. This is a good one. 

Senator Douglas. And the legislative process is not instantaneous. 
There are hearings by committees, passage by one House, hearings 
by committees in the other House, passage there. We get to a decla- 
ration of war fairly soon, even though that may have become obsolete 
under modern conditions. 

Mr. HoEGH. We would bring this legislation over here prior to a 
declaration of war. 

Senator Douglas. Yes; but not necessarily prior to an attack, 

Mr. HoEGH. We think so. 

Senator Douglas, You have greater faith in the fair play of the 
Bussians than I do. 

Mr, HoEGH. I am not basing mine upon fair play, because I agree 
with you there is not such a thing in war. But I base it upon our 
constant surveillance of the whole situation. And as tensions would 
mount and it became quite imminent or quite likely that there would 
be an attack upon this Nation, this type of legislation would be 
brought over to you very quickly. 

Senator Douglas. In Mr. Khrushchev's speech he said, "Don't 
worry " 

Mr, HoEOH. Well, I do not agree with anything he says, generally 
speaking. 

Senator Douglas. No, no ; of course, you do not, but I mean, don't 
his intentions worry you? 

Mr. Hoegh. I am concerned about them. Of course, I think he is 
a buUy and a bluff, and there might be a few other adjectives. 
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Senator Douglas. It has been made abundantly clear that the 
administration does "not at this time want stftndby controls. They 
tire presumably in a better condition to know the facts than we are. 
I would hate to have this on my conscience. 

Mr. HoEGH, Well; it-ia on my shoulders. ■ - 

Senator Douglas, Let the record be abundantly clear that this is 
the decision of the administration, not the decision of the chairman of 
this subcommittee. , . , 

Mr. HoEGH. Mr. C5iairman, I. want to further add that we have 
the legislation drawn, prepared, ready to be enacted, and to be brought 
here as soon as the situation warrants. 

Senator Douglas. There would be inevitable delay, and by that 
time a lai^e part of the damage would be done. 

Well, so be it. 

Do you have any other comments you want to make, Governor? 

Mr. HoEGH. No, sir; except to say in conclusion that we think that 
the extension of the Defense Production Act is needed, and we urge 
tfiat it be enacted. 

Senator Douglas. I would agree with that. Do you have a list 
of the outstanding allocations and priority orders under title I? 

Mr. Hoegh. Yes, sir. I will put it in the record. 

Senator Douglas. Thank you -very much. 

(The list referred to follows:) 

R Title I, Dbfen-sb 



..., (Code of Fjsderal Regulations, Title 32A, Chap. VI) - 

REGULATIONS 

DMS Reg. l'(aa amended December 1, 1959) Basic Rules of the 

Defense Materials 
System. 
Dir. I (December 1, 1959) to DMS Reg. 1. 
Dir. 2 (December 1, 1959) to DMS Reg. 1. 
, , Dir. 3 (December I, 1959) to DMS Reg. 1. 
Reg. 1 (October 1, 1953) Ratification of Pre- 

Reg. 2 (as amended March 23, 1953) Basic Rules of the 

Priorities System. 

Amdt. 4 (January 11, 1957) to Reg. 2. 

Amdt. 5 (May 9, 1958) to Reg. 2. 

Amdt. 6 (April 27, 1960) to Reg. 2. 

Dir. 4 (as amended AprU 30, 1952) to Reg. 2. 

Dir. 7 (June 29, 1956) to Reg. 2. 

Dir. 7, Amdt. 1 (May 9, 1958) to Reg. 2. 

Dir. 8 (Janua^ 18, 1957) to R^. 2. 

Reg, 3 (as amended February 1, 1956) Operations of the 

Priorities and 
Allocations Sys- 
tems between 
Canada and the 
United States. 

Reg. 6 (as amended October 11, 1951) Appeals. 

Reg. 6 (November 5, 1951) _ Transfer of Quotas 

and Ratings; 
Transfer of a 
Business as a 
Going Concern. 
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aEGDL*TioN a— Continued 

Reg. 7 (April 23, 1952) _ _ Interpretations of 

. BDSA (formerly 
NPA) Regulations 
and Orders. 

Reg. 8 (May 15, 1956) Compliance and 

Enforcement 
Procedurea. 

OBDBBB 

M-IA (May 14, 1953) Iron and Steel. 

Amdt. 1 (June 26, 1953) to M-IA. 

Amdt. 3 (October 7, 1953) to M-IA. 

Amdt. 4 (January 20, 1958) to M-IA. 

Dir. 1 (October 16, 1959) to M-IA. 

Dir. 1, Amdt. 1 (November 17, 1959) to M-IA. 

M-IB (June 29, 1956) Niokd AUoys. 

Amdt. 1 (August 17, 1966) to M-IB. 
Amdt. 2 (January 20, 1958) to M-IB. 

M-5A (May 6, 1963) Aluminum. 

Amcit. 1 (December 31, 1956) to M-5A. 
Amdt. 2 (January 20, 1958) to M-5A. 
M-llA (as amended December 18, 1956) Copper and Copper- 
base Alloys. 
Amdt. 1 (January 20, 1968) to M-llA. 
Schedule A (Revisefl as of August 15, 1957) to 
M-IIA. 
M-17 (as amended September 4, 1959) Electronic Compo- 
nents or Parts, 
M-41 (as amended February 6, 1964) Metalworking Ma- 
chines — Delivery. 
Dir. 1 (March 27, 1957) to M-41. 
M-43A (May 6, 1953) _. _ „ Construction Ma- 
chinery: Diatribu- 



regulations and orders issued by vnoer sbcretabt for transportation, 

Ldgpabtment of comhbrce 

(Code of Federal Regulations, Title 32A, Chapter VII) 

Transportation order T-1 (December 12, 1950) : Shipping restrictions, subgroup A, 
Hong Kong and Macao. 

Int. 1 to T-1 (December 21, 1950): Shipments on American flag ships and 
aircraft. 
Transportation Order T-2 (December 19, 1960): Shipping restrictions Communist 
CJhina (Amended October 30, 1958.) 

Senator Dodgi-as. Thank you very much, Governor. 

Mr. HoEGH. Thank you. 

Senator Douglas. Would it be asking too much if you would tell 
us whether in your plans for controls you intend to leave the controls 
to the States or do you intend to have thia a national system? 

Mr. HoEGH. Well, it would be a national system. However, it 
would initially enable the States to put it into effect until we can bring 
it to pass. 

Senator Douglas. The enforcement would be in the hands of the 
States? 

Mr, HoEGH. No, sir. 

Senator Douglas. The determination of prices would be in the 
hands of the States? 

Mr. HoEGH. No, sir. 
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Senator Douglas. What would be tlie division of authority be- 
tween the National Government and the States? 

Mr. HoEGH. The overall national control system would be by the 
Federal Government supplemented and assisted and aided by the 
State governments. 

Senator Douglas. Who would fix the pric^? 

Mr. HoEGH. We would — ^nationwide. 

Senator Douglas. Suppose a State did not want prices fixed in its 
area. 

Mr. HoEGH. Well, under the war power I do not think there would 
be any chance of escaping that. 

Senator Douglas. To whom would the enforcement officials report? 

Mr. HoEGH. To whom would they? 

Senator Douglas. Yea. 

Mr. HoEGH. Under the act? 

To the President's designee. 

Senator Douglas. Then what powers would the States have? 

Mr. HoEGH. It is quite similar to what they had the last time. 
They did cooperate and did work with the Federal Government. 

Senator Douglas. I was not around during the last war but 

Mr. HoEGH. Neither was I. 

Senator Douglas. But it was my impression that we had a national 
system of price control. 

Mr. HoEGH, That is right. 

Senator Douglas. What changes would you make in that? 

Mr. HoEGH. What, sir? 

Senator Douglas. What changes would you make in that? 

Mr. HoEGH. Over what we had previously? 

Senator Douglas. Yes. 

Mr. HoEGH. I do not recall distinctly what changes. I think they 
are a bare minimiun. It is a matter of fixing the price at certain 
dates and thin^ like that, which, of course, would be different than 
the last war. The anchor date would be different. 

Senator Douglas. You mean the point of freezing? 

Mr. HoEGH. That is right. 

Senator Douglas. Those would differ in different parts of the 
country? 

Mr. HoEGH. No, no. It would be nationwide, but it would be a 
different date than what we used during World War II. 

Senator Douglas. Well, naturally; tune has elapsed. 

Mr. HoEOH. That is right. There are several other changes like 
that. 

Senator Douglas. It might be helpful if you could cooperate with 
the Joint Committee on Defense Production, of which I am not a 
member, in submitting that plan so that when it comes to joint action, 
not merely an action by the executive branch, it might save time later. 
At least consider taking the Joint Committee on Defense Production 
into your confidence as to the nature of that draft. 

Thank you very much. 

We have letters from the American Bankers Association and the 
Chamber of Commerce of the United States of America on this legis- 
lation. Without objection, they will go in the record. 

(The letters referred to follow:) 
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Washington Oppicb, 
The Aubrican Bankers Association, 

Washington, D.C., June 7, I960. 
Hon. A. Willis Bobertson, 
dwirman. Committee on Banking and Cfirrency, 
U.S. Senate, Washington, B.C. 

Dear Senator Robertson: In connection with the consideration by the Com- 
mittee on Banking and Currency of S. 3472, which would extend for 2 years the 
Defense Production Act of 1950, as amended, I wish to submit this statement of 
the views of the American Banlcers Association. 

The association is particularly interested in secition 301 of the act which author- 
izes certain departments of the U.S. Government to guarantee, in whole or in 
part, any public or private financing institution against loss of principal or interest 
on loans made to private contractors, subcontractors and others in connection 
with the performance or termination of defense contracts. This financing program, 
known as the V-loan program, was in effect during World War II and was reactivated 
in 1050. It has enabled contractors and subcontractors, both large and small, 
with the necessary production know-how, but with linnited financial resources, to 
obtain financing needed for the performance of Government procurement contracts. 

This program has relieved the Government of the burden of defense financing 
and the costs incident thereto. The Department of Defense has had a net profit 
from guarantee and commitment fees and interest received by it in connection 
with the V-loan program from 1950 to date. 

We feel that the v-loan program has made an important contribution to the 
national defense procurement program. We urge, therefore, that favorable con- 
sideration be given to S. 3472 so that the continuance for an additional 2 years 
of the guarantee authority under section 301 of the Defense Production Act of 
1950, as amended, will be assured. 
Yours sincerely, 

J. Olnet Brott; 

General Counsel. 

Chamber of Commerce of the United States of America, 

WashingUm, D.C., Jane 1, 1660. 

Hon. Paul H. Douolas, 

Chairman, Subcommittee on Production and Stabiliiation, 

Senate Banking and Currency Committee, 

New Senate Office Building, Waahinglon, D.C. 

Dear Senator Dotjolas; The Chamber of Commerce of the United StatOS 
recommends extension of the Defense Production Act to June 30, 1962, as 
proposed in S. 3472 on which your Subcommittee is holding hearings. 

Extension of the Defense Production Act, which the chamber has supported 
on three previous occasions, is essential because it provides the basic statutory 
authority under which the Federal Government conducts part of its stockpiling 
program and many mobilization planning programs, such as advance planning 
for whatever system of priorities and allocations may become necessary in the 
«vent of a new national emergency. 

The chamber further sug^sts that your subcommittee pive favorable con- 
sideration to amending the Defense Production Act to give the Office of Civil 
and Defense Mobilization and the General Services Administration greater 
■flexibility, than is permissible under existing laws, in managing the more than 
$8 billion worth of materials in our six stockpiling programs. 

As Civil and Defense Mobilization Director Leo Hoegh pointed out in testi- 
mony to the Joint Committee on Defense Production, it is extremely difficult, 
under existing statutes, to take advantage of favorable market conditions for 
the disposal of stockpiled materials that may be in excess of requirements or no 
longer needed. He said legislation to take care of this h'ituation was being 
prepared and would be submitted to this session of Congress, but there has been 
no such action to date. 

The chamber recommends that any such legislation: 

1. Consolidate the six currently authorized stockpile programs into two 
accounts: 

(a) A strategic stockpile consisting of materials in readily usable form not in 
excess of stockpile objectives and subject to the same restrictions aiid conditions 
as in Public Law 520, 79th Congress, which governs the current national stockpile 
program. 

(5) A reserve account of materials declared in excess of objectives. 
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2. Require the maintenance and utilization of industry advisory committeea 
in the eBtabliahment and adjustment of stockpile objectives and in the disposal 
of stockpile reserves. 

3. Authorize the Office of Civil and Defense Mobilization, after consultation 
with industry advisory committees, to submit to Congress proposals for the 
disposal of certain materials in the reserve account in a manner and amounta 
that will not disrupt the industry affected. These proposals would become 
effective after not less than 30 days or more than 60 days of legislative session, 
unless opposed by resolution approved by either the House or Senate. 

The subcommittee should also explore the relationship, or lack of it, between 
cuireot and foreseeable defense requirements and our various stockpile objectives. 
It should make certain that those objectives are determined by the agencies 
that arc primarily responsible for our national security and that they are reviewed 
not less than once a year. 

I would appreciate your making this letter a part of the record of your current 
hearings on S. 3472. 

Cordially yours, 

Clarence R. Miles, 
Manager, Legislative Department. 

(Whereupon, at 11:20 a.m., the subcommittee recessed, subject to 
the call of the Chair.) 

X 
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